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The  bigger  the  boss, 

the  greater  the  mirth 
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Political  will  and 
immortality  through  art 
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Today’s  survey 

Life  Sciences:  merger 
pressures  on  drug  groups 
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Lafontaine  blames  colleagues 


WORLD  NEWS 


Bonn  sees  the  need 
for  EU  to  have  its 
own  military  staff 

The  European  Union  may  need 
its  own  military  staff  and  policy 
institutions  if  it  is  to  take  deci- 
sions on  military  action  without 
using  Nato  resources,  says  a 
German  discussion  paper. 

Page  16 

Berger  under  pressure  to  quit 

US  national  security  advisor 
Sandy  Berger  is  under  pressure 
to  quit  after  being  accused  of  not 
acting  swiftly  enough  to  protect 
US  nuclear  laboratory  secrets.  A 
report  accuses  China  at  stealing 
military  secrets  including  neutron 
bomb  technology.  Page  16 

Santer  told  to  act  on  report 
Pressure  is  growing  on  European  i 
Commission  president  Jacques 
Santer  to  sack  any  commission-  j 
ere  criticised  in  a report  on  fraud  I 
and  management  standards  in 
the  EU  executive.  Page  2 

Kosovo  peace  talks  restart 
The  Kosovo  peace  talks  between 
Serbs  and  ethnic  Albanians 
resume  in  Paris  today.  Yugoslav 
troops  drove  ethnic  Albanians 
out  of  vtilages  near  rebel-held 
mountains  in  Kosovo  and 
destroyed  their  homes.  Page  2 

Criminals  foiled,  says  Lloyd's 
Lloyd's  of  London  insurance 
market  said  US  crime  syndicates' 
infiltration  attempts  had  been 
foiled.  The  attempted  fraud  is 
thought  to  involve  bogus  US 
insurers  that  coDect  premiums 
but  Jiquldate  when,  a big  claim 

“arises?  Page  8 ' 

Ethupta  ‘launches  now  offensive' 
Eritrea  said  neighbouring  Ethiopia 
had  launched  a fresh  offensive  in 
their  10-month  war,  breaking  a 
two-week  lull  in  the  fighting. 

Annan  backs  off  Khmer  Rouge  trial 
UN  secretary-general  Kofi  Annan 
has  backed  away  from  pushing 
for  an  International  tribunal  to 
prosecute  former  Khmer  Rouge 
leaders  for  genocide.  Page  4 

Ecuador's  banks  braced  for  ran 
Ecuador’s  private  banks  expect 
mass  withdrawals  when  they 
open  their  doors  to  the  public 
today  for  the  first  time  in  10  days 
following  a run  on  deposits  the 
week  before. 

Poll  win  for  Malaysian  PM's  party 
Mahathir  Mohamad’s  ruling  Bari- 
san  Nasional  party  won  a land- 
slide victory  In  Sabah  state  in  the 
first  election  since  the  Malaysian 
prime  minister  provoked  a back- 
lash by  sacking  his  deputy, 

Anwar  Ibrahim.  Page  4 

Afghan  peace  deal  struck 
Afghanistan's  warring  factions 
agreed  in  principle  to  set  up  a 
government  with  a shared  execu- 
tive, legislature  and  judiciary.  A 
ceasefire  wOl  be  discussed  in  fur- 
ther talks.  Page  5 

Bafloontsts’  hopes  still  high 
Brian  Jones  and  Bertrand  Pic- 
card, British  and  Swiss  pilots  of 
the  BraHfing  Obiter  3 round-the- 
world  balloon  effort,  broke  the 
14,235-mile  record  for  an  unfuel- 
led non-stop  flight  set  last  year 
by  Steve  Fossett  of  the  US. 


business  news 

Telecom  Italia  plans 
to  axe  one  in  three 
staff  in  restructure 

Telecom  Italia  is  planning  to  cut 
about  40,000  of  its  124,000 
workforce  as  part  of  its  restruct- 
uring to  thwart  Olivetti's  hostile 
€53bn  ($57.5bn)  bid.  About  half 
the  reduction  would  come  from 
the  demerger  or  disposal  of  non- 
core assets,  but  the  rest  would 
mean  job  cuts  in  its  core  tele- 
communications business. 

Page  17;  Lex,  Page  16 

Nissan  Motor  and  Renault  are 
reported  to  be  close  to  agreeing 
a strategic  alliance,  including  a 
capital  tie-up,  after  top-level 
meetings  between  the  two 
vehicle  groups  m Paris.  Page  22 

Croatia  aims  to  complete  the  first 
part  of  the  privatisation  of  its 
telecommunications  utility  during 
the  third  quarter  this  year  in  the 
flagship  deal  of  the  belated  pro- 
gramme to  sell  key  state  assets. 
Page  21 

Japan  Tobacco  will  accelerate  its 
diversification  plans  despite  its 
$8bn  acquisition  of  the  interna- 
tional cigarettes  business  of  RJR 
Nabisco.  Page  20 

LVMH  chairman  Bernard  Arnault 
is  prepared  to  freeze  the  French 
luxury  goods  group's  stake  in 
Gucci  of  Italy  at  below  35  per 
cent  for  at  least  three  years. 

Page  20 

| Credit  Lyonnais  is  to  allow 
institutional  investors  to  buy 
stakes  of  up  to  IQ  per  cent 
under  the.  bankjs  .privatisation, - 
officially  launched  by  the  French 
government  Page  17 

Warren  Buffett  one  of  the  world's 
leading  investors,  has  delivered  a 
broadside  over  the  state  of  US 
accounting,  describing  the  atti- 
tude of  many  US  executives  to 
financial  reporting  as  "a  business 
disgrace".  Page  17 

Arthur  Andersen,  the  global  Big 
Five  firm,  is  poised  to  poach  a 
leading  national  practice  from  a 
rival  International  firm  in  a move 
i that  would  mark  its  biggest  suc- 
cess in  a campaign  to  attract 
disaffected  partners  from  com- 
petitors. Page  17 

Two  graduates  from  Cambridge, 
England,  who  started  their  Inter- 
net business  in  a bedroom  four 
years  ago  while  still  students,  are 
in  talks  with  US  venture  capital- 
ists on  the  sale  of  a stake  that 
will  value  the  company  at  about 
£30m.  Page  18 

Indonesia  dosed  3B  banks  and 
nationalised  seven  in  what  the 
International  Monetary  Fund 
called  a "decisive  breakthrough" 
in  reforming  the  country’s  bank- 
ing sector.  Page  5 

Xaar,  Cambridge-based  Ink  jet 
printing  technology  group,  is  to 
acquire  Modular  Ink  Technology. 
Stockholm,  for  $5.5m.  Page  18 

Ssangyong  Oil  and  SK  Corp's 
planned  merger  to  create  South 
Korea's  biggest  oil  refiner 
appeared  to  be  under  threat  after 
Ssangyong  Oil’s  largest  share- 
holder Aramco  voiced  “serious” 
concerns.  Page  19 


By  Ralph  Atkins  in  Bonn 

Oskar  Lafontaine  yesterday 
broke  his  silence  following  his 
dramatic  resignation  as  German 
finance  minister  last  week,  accus- 
ing former  government  col- 
leagues of  “poor  teamwork”  and 
of  failing  to  support  his  contro- 
versial tax  reforms. 

The  comments  reflected  the 
deep  frustration  felt  by  Mr  Lafon- 
taine. whose  resignation  ended  a 
power  struggle  with  Gerhard 
Schroder,  the  German  chancellor, 
and  came  as  cabinet  ministers 
presaged  a clearly  more  pro- 
business stance  by  the  centre-left 
Bonn  government.  Werner 


Former  German  finance  minister  hits  at  ‘poor  teamwork' 


MfUler,  who  as  economics  minis- 
ter has  responsibility  for  federal 
financial  affairs  until  next  month 
when  Hans  £ichel,  Hesse  prime 

minister,  takes  over  the  finance 
ministry,  indicated  a softer-line 
on  shutting  the  country's  19 
atomic  power  stations.  There 
would  be  no  “forced”  closure,  he 
said  on  ZDF  television. 

Mr  MOller  also  said  govern- 
ment proposals  for  capping  cor- 
porate tax  rates  from  next  year  at 
35  per  cent  - compared  with  pres- 
ent rates  in  excess  of  60  per  cent 
- should  be  ready  before  the 
summer  parliamentary  break. 


The  move  would  be  welcomed  by 
industry,  which  protested  fiercely 
at  Mr  Lafontaine's  legislation 
that  closed  many  loopholes  bene- 
fiting business. 

Even  before  last  year's  elec- 
tion, Mr  Schroder  pushed  for  a 35 
per  cent  top  corporate  tax  rate 
for  all  businesses,  regardless  of 
their  legal  form. 

Speaking  in  his  native  Saar- 
brficken.  however.  Mr  Lafon- 
taine, who  also  stood  down  as 
chairman  of  the  ruling  Social 
Democratic  Party  (SPD).  said  his 
measures  had  been  misrepre- 
sented and  bad  not  been  backed 


adequately  by  colleagues.  He  did 
not  mention  the  chancellor  by 
name  but  said  the  “[government] 
tram  discussed  whether  we  were 
pursuing  a business-hostile  pol- 
icy” when  small  and  medium- 
sized  family  businesses  would 
actually  be  DM5bn  t€2.56bn>  bet- 
ter off. 

Mr  Lafontaine  added:  “Team 
work  requires  that  you  watch  out 
for  eacb  other  and  that  you  stick 
together,  especially  in  public,'* 
Mr  Lafontaine  said  that  since  an 
attempt  on  his  life  in  1990.  be  had 
wondered  how  he  could  combine 
the  burdens  of  office  with  a fam- 


ily. “Now.  after  many  years.  1 
have  decided  on  a privatetife". 

The  absence  of  direct  criticism 
of  Mr  Schroder  or  other  ministers 
will  come  as  a relief  to  the  gov- 
ernment. Senior  figures  in  the 
coalition  were  happy  last  night  to 
admit  errors  In  co-ordination  and 
teamwork  but  regarded  Mr 
Lafontaine's  departure  as  offer- 
ing a “second  chance”  after  a dif- 
ficult first  four  months  in  office. 

Seeking  to  create  an  air  of  nor- 
mality. Mr  Schroder  today  starts 
a week-long  tour  of  European 
capitals. 

Shake-up  expected,  Page  3 
Editorial  Comment,  Page  15 


Microsoft  and 
Intel  set  for 
telecoms  link-up 


Baring  promoter  Don  King  (centre)  with  Lennox  Lewis  (right)  and  Evander  HotyfiaW  attar  the  fight  AP 

Promoters  win  by  knock-out 


By  Patrick  Harverson  In  London 

Promoters  and  broadcasters 
emerged  as  the  only  clear  win- 
ners from  boxing's  latest  debacle 
as  controversy  raged  around  the 
decision : of  the  judges  to  rule  Sat- 
urday night's  world  heavyweight 
championship  fight  in  New  York 
a draw. 

Within  moments  of  the 
final  bell  sounding,  the  pressure 
was  mounting  for  a rematch 
between  Evander  Holyfield  of  the 
US  and  Lennox  Lewis  of  Britain 
that  could  generate  more  than 
SlOOm  in  revenues  for  the 
powerful  interests  that  control 
boxing. 

The  two  biggest  beneficiaries  of 
a second  fight  would  be  Don 
King,  the  promoter  who  master- 
minded the  Holyfield-Lewis  bout, 
and  Home  Bax  Office,  the  giant 


US  cable  television  company  that 
broadcast  the  proceedings  from 
Madison  Square  Garden  on  its 
pay-per-view  channel,  TVKO. 

Early  returns  indicate  more 
than  1.2m  US  subscribers  paid 
Set*  to  water,  the  -fight;  bringing 
in  about  S60m.  to  the  event's 
backers.  Another  S15m-plus  was 
earned  from  the  21,300  ticket 
sales,  plus  SS.5m  from  the  fee 
charged  to  Madison  Square  Gar- 
den to  hast  the  fight. 

Given  the  row  that  erupted 
over  the  outcome  of  the  fight  - 
the  three  ringside  judges  failed  to 
award  Lewis  the  bout  even 
though  he  landed  348  of  his 
punches  compared  to  Holyfield's 
130  - a rematch  would  prove 
even  more  lucrative. 

There  was  speculation  It  could 
be  held  outdoors  at  Yankee  Sta- 
dium, the  baseball  stadium  in  the 


Bronx  that  could  hold  50,000- 
60.000  for  a championship  light. 
The  other  main  beneficiaries  of  a 
rematch  would  obviously  be  the 
two  fighters.  Holyfield  was  paid 
SSpni  to  defend  his  two  world 
titles,  while  his  British  opponent 
earned  SlOm  to  put  his  lone  title 
up  for  grabs. 

The  biggest  loser  on  Saturday 
night  was  boxing’s  already  bat- 
tered integrity.  “It  is  the  kind  of 
decision  that  will  hurt  boxing  as 
much  as  Mike  Tyson  biting  Holy- 
field’s  ear  in  1997,”  said  Timothy 
Smith,  who  reported  the  fight  for 
The  New  York  Times. 

Lou  Di  Bella,  a HBO  senior 
vice-president,  who  is  the  most 
powerful  man  in  televised  box- 
ing. said  the  result  was  a trav- 
esty of  justice.  He  summed  up 
the  decision  in  two  words:  “It 
stunk.” 


By  Richard  Waters  in  New  York 
and  Roger  Taylor  In  San  Francisco 

Microsoft  and  Intel  are  expected 
today  to  announce  a joint  attack 
on  the  fast -growing  telecommuni- 
cations equipment  business, 
marking  their  biggest  push  yet 
into  an  industry  worth  an  esti- 
mated S250bn  a year. 

Together  with  hardware  suppli- 
ers Hewlett-Packard  and  Nortel, 
the  two  are  expected  to  unveil  an 
alliance  that,  if  successful,  could 
open  up  a huge  new  market  for 
Microsoft's  Windows  NT  operat- 
ing system  and  Intel's  Pentium 
microprocessors.  Most  telecoms 
equipment  currently  operates  on 
proprietary  software  using  chips 
produced  by  a range  of  manufac- 
turers. including  Motorola. 

The  venture  could  aiso  advance 
the  introduction  of  corporate  net- 
works combining  voice,  data  and 
video  signals  on  the  same  infra- 
structure. At  present,  the  tele- 
coms bridge  between  most  com- 
panies and  the  public  network 
handles  only  voice  traffic,  and 
sits  alongside  separate  data 
equipment. 

The  plan  is  for  Nortel  to  build 
routers,  switches  and  servers  for 
corporate  computer  networks 
running  Microsoft  NT  software 
and  handling  both  data  and  voice 
communications. 

Roger  Wery,  executive 
vice-president  of  Renaissance 
Worldwide,  a consulting  firm, 
said  the  technology  alliance 


could  act  as  a wedge  giving  Intel 
and  Microsoft  their  first  big  stake 
in  telecoms  equipment.  By 
introducing  the  open  technology 
architecture  of  Microsoft  and 
Intel's  "Win tel”  alliance  it  could 
also  bring  down  prices  rapidly, 
he  added. 

Nortel  initiated  the  new  four- 
way alliance,  in  a departure  from 
usual  practice  in  the  telecoms 
equipment  market.  Competitors 
such  as  Cisco  Systems  and 
Lucent  Technologies  produce 
both  the  hardware  and  the  soft- 
ware needed  Tor  their  equipment. 

The  venture  could  give  Nortel 
the  opportunity  to  get  in  on  the 
ground  floor  of  a growing  mar- 
ket. even  if  it  runs  the  risk  of 
undermining  its  profitable  voice 
telecoms  business  lines. 

Other  equipment  sup- 

plier* could  eventually  be 
brought  into  the  alliance  if  it 
proved  successful. 

It  is  understood  that  the  new 
range  will  be  marketed  by  Hew- 
lett-Packard under  its  brand 
name.  Hewlett-Packard  has  an 
alliance  with  Cisco  Systems  to 
provide  systems  to  net  work  oper- 
ators such  as  telephone  compa- 
nies and  internet  service  provid- 
ers. 

Windows  NT  has  yet  to  gain  a 
foothold  in  the  telecoms  industry, 
although  it  has  fared  better  with 
banks  and  retailers.  Critics  claim 
that  it  is  less  suited  to  large- 
scale  applications  than  rival 
Unix. 


Summers  warns  on 
risks  of  dollarisation 


By  Stephen  Fidler 

and  Richard  Lapper  to  Paris 
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Larry  Summers,  US  deputy 
treasury  secretary,  yesterday 
expressed  in  the  most  concrete 
terms  yet  the  limits  to  possible 
US  co-operation  with  any  country 
deciding  to  adopt  the  dollar  as  its 
national  currency. 

A debate  over  whether  other 
governments  could  expect 
cooperation  with  the  US  in  “dol- 
larising” their  economies  fol- 
lowed Argentina's  announcement 
in.  January  that  it  was . consider- 
ing such  a move.  Other  Latin 
American  countries,  such  as 
El  Salvador,  are  considering  dol- 
larisation as  dissatisfaction 
mounts  with  alternative 
exchange  rate  regimes 

Aides  said  Mr  Summers’ 
remarks  were  meant  to  strike  a 
neutral  tone  but  amplify  the  con- 
straints on  cooperation.  Speak- 
ing to  a conference  ahead  of  the 
Inter  American  Development 
Bank's  annual  meeting  tn' Paris, 
he  said  the  US  could . not  be 
expected  to  allow  another  conn- 
try  access  to  the  Federal  Reserve 
discount  window  or  alter  mone- 
tary policy  procedures  to  take 
account  of  another  country’s  eco- 
nomic needs. 

Adopting  the  dollar  would 
require  "careful  and  extended 
analysis”.  Dollarisation  offered 
stability  by  lending  US  credibility 
to  a country's  economic  and 
financial  policies  as  well  as  help- 
ing its  integration  with  the  world 
economy,  Mr  Summers  said. 


“However,  the  country  must 
also  be  prepared  to  embrace  the 
lack  of  flexibility  it  brings.”  he 
said,  adding  this  meant  losing 
control  over  Interest  and 
exchange  rates. 

“It  wouldn't  be  appropriate  for 
the  US  authorities  to  adjust  their 
bank  supervisory  responsibilities, 
access  to  the  Federal  Reserve  dis- 
count window  or  procedures  for 
orientation  of  US  monetary  pol- 
icy in  light  of  another  country's 
decision  to  dollarise  its  monetary 
system,"  he  said. 

His  remarks  left  open  the  possi- 
bility that  the  US  would  agree  to 
share  “seigniorage”  - the  inter- 
est on  foreign  exchange  reserves 
that  countries  would  lose  by 
adopting  the  dollar  and  the  US 
would  gain  - and  also  of  an 
increased  dialogue  with  dollar-  i 
ising  economies  over  economic 
policies; 

Argentina,  which  has  started  | 
discussions  with  the  US  on  dol- 
larisation, has  been  informed  of 
the  substance  of  Mr  Summers' 
remarks,  which  reinforce  reserv- 
ations expressed  by  Alan  Green- 
Span,  Federal  Reserve  chairman, 
about  extensive  co-operation  over 
monetary  policy  with  dollarising 
economies. 

Pedro  Pou,  president  of  the 
Argentine  central  bank,  said: 
“Countries  which  do  not  join  a 
currency  union  may  find  it  too 
dangerous  to  keep  the  .capital 
account  open." 
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IADS  conference.  Pap  6;  Conditions 
ease  for  Brazil’s  borrowers,  Page  20 
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you  told  me  what  i could  do 
with  my  asset,  i did. 

thanks  h 6 a ley  a baker.  Your  arfvice  helped  us  at  City  University  to 
kill  two  birds  with  one  stone.  By  securing  a change  of  use  for  our  out-of-date  hall  of  residence, 
you  enabled  us  to  build  two  better  equipped  halls,  with  more  rooms,  fit  for  our  brightest 
assets.  The  sale  of  the  freehold  was  negotiated  to  bring  us  the  neighbouring  site,  where  we 
can  build  our  new  state-of-the-art  Business  School  close  to  the  heart  of  the  City. 

Call  Patrick  Going  on  0171  629  9292. 

Delivering  property  solutions  that  meet  corporate  objectives. 
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KOSOVO  NEGOTIATIONS  RESULT  EXPECTED  WITHIN  A WEEK 


Make-or-break 


peace  talks  resume 


By  David  Buchan,  Diplomatic 
Editor,  in  London  aid  Guy 
Dnmora  in  MQalfc,  Kosovo 


The  Kosovo  peace  talks 
between  Serbs  and  ethnic 
Albanians  resume  today  in 
Paris  lor  what  the  French 
and  British  chairmen  hope 
will  be  a reasonably  short 
make-or-break  session. 

The  previous  negotiations 
at  Rambouillet  in  France 
last  month  broke  up  after  IS 
days  when  Kosovo  Albanian 
representatives  demanded 
time  to  consult  their  politi- 
cal and  military  ranks  at 
borne,  while  Serbian  negotia- 
tors balked  at  the  prospect  of 
a foreign  peacekeeping  force. 

The  Contact  Group  of 
mediating  countries  - com- 
prising France,  Britain,  the 
US,  Russia,  Germany  and 
Italy  - is  trying  to  get  the 
two  sides  to  agree  on 
self-government,  but  not 
independence,  for  the  ethnic 
Albanian  majority  in  Kos- 
ovo. 

Kosovo  is  part  of  Serbia, 
the  larger  of  Yugoslavia's 
two  provinces. 

Yugoslav  army  troops 
were  yesterday  in  control  of 


a string  of  villages  in  the 
foothills  of  the  rebel-held 
Cicavica  mountains  in  north- 
ern Kosovo,  after  driving  out 
several  thousand  ethnic 
Albanian  inhabitants  and 
shelling  and  torching  their 
homes. 

An  intense  artillery  bom- 
bardment on  Saturday  drove 
separatist  rebels  of  the  Kos- 
ovo Liberation  Army  (KLA) 
deeper  into  the  mountains 
west  of  the  main  town  of 
Vucitrn. 

Serbian  and  Albanian 
negotiators  return  to  the 
talks  with  their  public  posi- 
tions little  changed  in  the 
three  weeks  since  Rambouil- 
let. Ethnic  Albanian  negotia- 
tors have  for  some  time  indi- 
cated they  are  on  the  verge 
of  signing  the  draft  peace 
agreement  and  have  come 
under  heavy  pressure  to  do 
so. 

Hasim  ThacL  the  effective 
head  of  the  Albanian  delega- 
tion, said  at  the  weekend 
that  his  side  would  give  its 
“definitive  answer”  in  Paris. 

For  his  part.  President 
Slobodan  Milosevic  of  Yugo- 
slavia still  resists  the  west's 
demand,  restated  last  week 


by  Richard  Holbrooke,  US 
envoy,  that  it  should  be 
allowed  to  deploy  peace- 
keepers to  shore  up  any  set- 
tlement 

However,  France  and 
Britain  intend  the  new 
round  of  talks  to  focus  on 
military  implementation. 
They  say  they  will  resist 
attempts  to  reopen  negotia- 
tions on  the  political  power- 
sharing part  of  the  draft 
which  they  claim  was 
substantially  agreed  by  both 
sides  at  Rambouillet. 

In  contrast  to  Rambouillet, 
which  overran  several  dead- 
lines, no  time  has  been  set 
for  the  new  talks.  The  trou- 
ble with  deadlines  is  that 
nothing  happens  until  the 
deadline,  ” said  Robin  Cook, 
UK  foreign  secretary,  at  the 
weekend.  Nonetheless,  the 
UK  and  France  have  made 
clear  they  want  a result 
within  a week. 

If,  as  is  likely,  the  Alba- 
nians accept  the  peace  deal 
but  the  Serbs  refuse  it,  then 
the  latter  will  expose  them- 
selves to  the  risk  of  Nato  air 
strikes. 

Nato  has  repeatedly 
threatened  to  bomb  Belgrade 


Belgrade  citizens  release  white  doves  to  mark  the  resumption  today  of  Kosovo  peace  talks 


if  it  is  seen  to  be  the  clear 
obstacle  to  peace. 

General  Wesley  Clark, 
Nato's  top  commander, 
acknowledged  Mr  Milosevic’s 
brinkmanship,  saying  the 
Yugoslav  leader  was  “wily. 


shrewd  and  calculating”. 
But.  speaking  at  the  week- 
end. the  Nato  general 
claimed:  “We  are  in  a good 
position  today  because  be 
[Mr  Milosevic!  respects  Nato 
air  power  and  is  very  well 


aware  of  what  it  can  do 
EU  foreign  ministers, 
meeting  informally  in  Elt- 
ville.  Germany,  over  the 
weekend,  repeated  their  calls 
on  both  sides  to  sign  the 
Rambouillet  peace  deal. 


IMF  optimism 


By  John  ThomhOl  in  Moscow 
and  Stephen  Hdter 
In  Washington 


The  Group  of  Seven  indus- 
trialised nations  still  appears 
ambivalent  about  whether  to 
resume  Immediate  financial 
assistance  to  Moscow,  as  the 
Russian  government  Insists 
it  can  clinch  an  agreement 
with  the  International  Mone- 
tary Fund  by  the  end  of 
Marcb. 

Following  talks  with 
senior  IMF  officials  in  Wash- 
ington, Victor  Chernomyr- 
din, the  former  Russian 
prime  minister  and  unoffi- 


cial government  envoy, 
became  the  latest  in  a Ion g 
line  of  Russian  politicians  to 
predict  a speedy  deal. 

“Today  I am  convinced 
that  everything  can  be  done 
in  March,  precisely  in 
March.  And  it  is  very  impor- 
tant not  to  go  beyond 
March,”  Mr  Chernomyrdin 
said  on  Saturday,  before 
returning  to  Moscow  to  brief 
Yevgeny  Primakov,  prime 
minister. 

Mr  Primakov  has  promised 
to  devote  this  week  to  eco- 
nomic issues,  before  Dying 
to  Washington  on  March  23 
for  talks  with  Al  Gore,  US 


vice-president,  and  the  IMF. 
The  Russian  media  are 
already  portraying  the  trip 
as  the  “make-or-break” 
event  in  Mr  Primakov's  six- 
month  premiership. 

The  IMF,  which  suspended 
its  lending  programme  to 
Russia  following  last 
August's  crash,  has  said  the 
two  sides  have  reached  a 
“common  understanding"  of 
the  government's  fiscal  prob- 
lems - after  months  of 
inconclusive  talks.  But  the 
IMF  still  insists  the  govern- 
ment must  raise  its  primary 
budget  surplus  from  2 per 
cent  of  gross  domestic  prod- 


uct to  closer  to  4 per  cent. 

The  lower  bouse  of  Rus- 
sia's parliament  complicated 
the  government's  task  on 
Friday  by  voting  to  reduce 
VAT  from  July  l.  a move 
opposed  by  the  IMF. 

Anders  Aslund.  a Russia 
specialist  at  the  Washington- 
based  Carnegie  Endowment 
for  International  Peace,  dis- 
missed all  talk  of  an  immi- 
nent deal  between  the  IMF 
and  Moscow  as  "media 
hype”. 

“The  Russian  government 
is  not  prepared  to  make  any 
compromises  on  anything. 
And  Washington  is  not  in  a 


mood  to  be  bullied,”  he  said. 
But  other  observers  argued 
the  IMF  talks  had  moved 
from  the  economic  to  the 
geopolitical  realm,  suggest- 
ing an  outline  agreement 
could  soon  be  reached  even 
if  disbursements  were 
delayed.  As  in  the  past,  the 
Russian  government  has 
played  on  western  fears  that 
the  country  will  implode 
unless  further  assistance  is 
forthcoming. 

Although  the  G7  countries 
unanimously  Insist  Russia 
must  sign  up  to  a new  IMF 
programme,  they  appear 
divided  about  bow  to  deal 


with  the  country’s  Si 50 bn 
external  debt 

The  US  administration  has 
hinted  it  might  lobby  other 
western  governments  to 
write  off  much  of  Russia's 
Soviet-era  debt.  But  Bonn, 
which  owns  half  of  Russia's 
$60bn  of  sovereign  debt,  has 
rejected  any  talk  of  debt  for- 
giveness while  acknowledg- 
ing the  necessity  of  resched- 
uling repayments. 

"If  Russia  is  well  managed 
it  has  the  potential  to  be  a 
rich  country.  Therefore  debt 
forgiveness  is  out  of  the 
question,"  said  a German 
finance  officiaL 
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Rebel  deputies 


pose  threat 
to  Turkish  poll 


By  Leyla  Boulton  in  Ankara 


Turkey  is  braced  for 
renewed  political  chaos  if 
rebel  parliamentarians  man- 
age to  postpone  elections 
due  next  month. 

“Chaos  is  now  awaiting 
Turkey.”  BCUent  Ecevit,  the 
caretaker  prime  minister, 
said  at  the  weekend  when 
deputies  who  had  not  been 
nominated  as  parliamentary 
candidates  joined  forces  with 
hardline  members  of  the 
Islamist  Virtue  party  to  vote 
to  reopen  parliament.  The 
assembly  had  closed  ahead 
of  campaigning  for  early 
general  and  local  elections 
on  April  18. 

A protracted  parliamen- 
tary session  could  compli- 
cate the  run-up  to  elections. 

The  vote  coincided  with 
the  petrol  bomb  attack  on  an 
Istanbul  department  store, 
which  killed  13  people.  The 
attack  was  the  worst  in  a 
series  triggered  by  Turkey's 
capture  last  month  of  Abdul- 
lah OcaJan,  leader  of  the 
Kurdish  PKK  guerrilla 
organisation,  who  is  await- 
ing trial. 

Postponing  the  elections 
until  2000  would  hamper 


Turkey's  push  for  stability. 
The  country  would  be  run  in 
the  interim  by  a weak  gov- 
ernment unable  to  carry  out 
economic  reforms  or  take 
political  action  to  undercut 
support  for  the  PKK. 

Turkish  financial  markets 
have  rallied  recently  on 
hopes  that  an  election  held 
soon  after  Mr  Ocalan's  cap- 
ture would  produce  a strong 
secularist  government 

Hardliners  within  Virtue's 
144-strong  parliamentary 
group  want  to  use  the  threat 
of  a delay  to  elections  to 
secure  the  lifting  by  the  550- 
strong  parliament  of  an  elec- 
toral ban  on  Necmettin 
Erbakan.  Eminence  grise  of 
tbe  Islamist  movement  and 
Recep  Tayyip  Erdogan,  for- 
mer mayor  of  IstanbuL  They 
were  banned  from  political 
life  after  tbe  closure  of  Wel- 
fare, Virtue’s  predecessor. 

Some  independent  politi- 
cians argue  that  postponing 
the  elections  could  help 
democracy.  "If  we  succeed, 
this  will  be  the  beginning  of 
democratisation  in  Turkey.” 
said  Gtikhan  Capoglu,  who 
set  up  his  own  party  after 
being  expelled  from  Mr  Ece- 
vit's. 


‘Fine  timing’ 
for  EU 


reform 


By  Peter  Homan 
lit  EftrBfe,  Germany 


European . Union  foreign 
ministers  yesterday  agreed 
not  to  reopen  . last  week's 
complex:  compromise  reform 
of  the  ElTs  common  agricul- 
tural policy,  but  called 
instead  for  detailed  “fine 
tuning”  of  the  settlement  to 
trim  its  overall  cost.  . 

Delivering  a bullish 
interim  assessment  of  the 
Agenda  2000  negotiations  an 
reform  of  the  ElTs  budget 
farm  policies  and  structural 
funds,  Joschka  Fischer,  Ger- 
man foreign  minister,  said 
the  Eiwopean  Commission 
would  work  out  proposals 
for  cutting  the  overall  cost  of 
the  farm  package  from 
€289 -3bn  (S3l5bn)  to  €283hn 
in  the  seven  years  from  2000 
to  2006. 

The  lower  figure  would 
represent  a stabilisation  of 
farm  outlays  around  the 
annual  level  of  €40.5bn, 
demanded  by  EU  heads  of 
government  last  month.  Mr 
Fischer  and  Jacques  Banter, 
Commission  president  said 
the  savings  could  come  from 
cuts  in  direct  aid  to  termers. 

After  an  informal  weekend 


meeting  of  foreign  ministers, 
Mr  Fischer  said  there  was 
also  “light  at  the  end  of  the 
turmer  in  negotiations  on 
the  level  and  type  of  struc- 
tural funds  to  be  granted  to 


The  main  prohleXQS  to  .be 
solved  by  EU  leaders  at  their 
special  summit  In  Berlin  w 
March  24-25  would  rdlate  to 
the  flnanwng  of  the  EUbudr 
get-  These  included  .Ger- 
many's wish  for  a reduaqHoh' 
in  its  €llbn  net  contribution  - 
and  pressure  from  other  EtJ 
countries -for  cuts. in  .or. filer. 
elimination  of  the  UK  badge! 
rebate,  negotiated  by  Mar- 
garet Thatcher,  prime  mink- 
ter,  in  the  1980s. 

.-.Mr  Fischer  acknowledged 
' that  the  British  rebate  Issue 
was  difficult  as  it  symbolised 
a .much  wider  debate  jn  . 
Britain  about  the  UKs-posi- 
tion.  in  the-  EU-.  Garharff 
Schrader,  German  chanceF . 
lor,  will  discuss  ft  tomorrow 
with  Tony  Blair,  UK  prime 
minister,  when  he  visits  Lon- 
don on  a tour  of  . European 
capitals  in  search  of  compro- 
mises for  the  Berlin  summit 
Robin  Cook,  the  UK  for- 
eign secretary  who  has  been 
battling  to  keep  the  rebate,- 
clalmed  yesterday  ..  that 
Britain  was  “getting  the 
message  across  that  the 
rebate  Is  not  for . negotia- 
tion”. He  added:  believe 
we  will  emerge  freon  Berlin 
with  the  rebate  as  good  as  - 


ever. 

Although  the  CAP  reform, 
agreed  by  farm  ministers 
after  two  marathon  negotia- 
ting sessions  in  Brussels,  is 
due  to  come  under  critical 


the  EITs  poorer  regions  in 
2000  to  2006.  Special  arrange- 
ments would  be  made  to 
help  Ireland  and  Portugal, 
which  stand  to  lose  heavily 
under  Commission  proposals 
for  structural  policy  reform. 


scrutiny  from  EU  economics 
and  finance  ministers  today, 
the  foreign  ministers’  talhs 
should  mean  that  the  price 
cuts  and  other  decisions 
affecting  agricultural  mar- 
kets remain  unchanged. 


Santer  under 


pressure  to 
act  on  report 


By  Emma  Tucker  in  Brussels 


Jacques  Santer,  president  of 
the  European  Commission, 
was  under  mounting  pres- 
sure last  night  to  dismiss 
any  commissioners  criticised 
in  a report  on  fraud  and 
management  'Standards 
inside  the  EU  executive,  to 
be  published  today. 

The  214-strong  Socialist 
group  - the  largest  in  the 
European  Parliament  - 
issued  a statement  telling  Mr 
Santer  that  his  own  head 
would  be  “on  the  block”  if 
he  foiled  to  take  swift  and 
appropriate  action. 

The  warning  reflected  a 
growing  determination  in 
parliament  to  ensure  that  Mr 
Santer  does  not  dodge  tough 
decisions  if  damning  evi- 
dence against  commissioners 
comes  to  light 

Those  most  under  threat 
are  thought  to  be  Edith  Cres- 
son,  the  former  French 
prime  minister,  and  Manuel 
Marin,  the  Spanish  vice-pres- 
ident of  the  Commission. 

Yesterday,  Pauline  Green, 
leader  of  the  Socialists,  made 
clear  that  the  Committee  of 
Wise  Persons'  report  should 
be  treated  as  the  benchmark 
for  judging  the  behaviour  of 
individuals  and  tbe  Commis- 
sion as  a whole. 

“We  expect  Jacques  Santer 
to  take  rapid  and  decisive 
action  as  soon  as  the  inquiry 
report  is  published,”  Mrs 
Green  said.  “If  the  report 
shows  wrong-doing  by  any 
individual  then,  whoever 
they  are,  they  must  be 
rooted  out.” 


Although  The  Commission 
term  ends  this  year,  the 
removal  of  individuals  from 
its  college  could  severely 
complicate  the  functioning 
of  the  executive  as  it  tries  to 
steer  difficult  negotiations 
on  the  future  of  the  EITs 
budget 

The  il  commissioners 
Interviewed  by  the  five- 
strong  panel  of  independent 
experts  - set  up  by  parlia- 
ment to  probe  allegations  of 
fraud,  nepotism  and  mis- 
management - were  Invited 
yesterday  to  see  the  parts  erf 
the  report  that  referred  to 
them. 

Commission  sources  said  a. 
majority  of  those  invited  had 
attended  private  sessions, 
including  Mrs  Cresson  and 
Mr  Marin. 

Mr  Santer  and  Josfe  Marla 
Gil -Robles,  president  of  the 
parliament,  will  receive  the 
report  at  5pm  today.  An 
emergency  meeting  of  the 
Commission  has  been 
arranged  for  later  in  the 
evening  to  decide  what 
action  to  take. 

A senior  Commission  offi- 
cial close  to  Mr  Santer  said 
the  president  would  make  a 
decision  tonight  on  whether 
to  press  for  the  dismissal  of 
one  or  more  of  his  col- 
leagues. 

Mrs  Cresson,  responsible 
for  research  and  education, 
has  faced  allegations  over 
recent  months  concerning 
appointments  to  her  inner 
circle  and  failure  to 
ensure  that  projects  under 
her  management  were  prop- 
erly run. 
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El  Al  crash  study  set  to 
rebuke  Dutch  ministers 


By  Gordon  Cramb  In  Amstentam 


The  Dutch  government 
today  enters  a tense  two 

weeks  as  a parliamentary 

commission  compiles  a 
report  likely  to  criticise  min- 
isterial handling  of  the  1992 
El  Al  air  crash  in  an  Amster- 
dam suburb,  which  killed  at 
least  43  people. 

Hearings  which  concluded 
on  Friday  revealed  that 
intensive  contacts  between 
the  transport  and  health 
ministries  began  only  last 
year,  although  there  had 
long  been  unexplained  ail- 
ments among  residents  of 
the  area  where  the  cargo  jet 
came  down. 

The  Boeing  747.  on  which 
an  engine  mounting  failed  as 
it  took  off  for  Tel  Aviv  en 


route  from  New  York,  was 
carrying  depleted  uranium 
as  ballast.  Its  hold  contained 
an  ingredient  for  making  the 

nerve  gas  sarin. 

But  it  was  not  until  after 
the  inquiry  got  under  way 
this  year  that  the  fulllist  of 
its  cargo  came  to  light. 
Investigators  located  the 
documents  at  a US  shipping 
agency,  and  discovered  that 
the  state-owned  Israeli  car- 
rier bad  been  given  a copy 
just  after  tbe  crash. 

El  Al  and  the  Israeli  gov- 
ernment. which  had  both 
maintained  they  were  pro- 
viding The  Hague  with  full 
co-operation,  said  a misun- 
derstanding was  to  blame  for 
the  failure  to  hand  over  the 
papers.  Wim  Kok.  Dutch 
prime  minister,  described 


the  delay  as  “painful  and 
disturbing”. 

Much  of  the  attention  dur- 
ing some  150  hours  of  hear- 
ings centred  on  Tbe  Hague's 
response  to  the  disaster.  In 
spite  of  the  health  com- 
plaints and  unanswered 
questions,  the  issue  soon 
slipped  from  the  cabinet 
agenda.  Eight  ministries 
compiled  dossiers  but  did 
little  to  exchange  Informa- 
tion. 

Most  at  risk  from  the 
report,  due  by  tbe  end  of  the 
month,  are  Mr  Kok's  two 
deputy  premiers.  Annemarie 
Jorritsma.  transport  minis- 
ter in  1994-98  and  now  in 
charge  of  economic  affairs, 
and  Els  Burst,  health  minis, 
ter.  have  indicated  they  will 
resign  if  found  negligent. 
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FINANCIAL  TIMES 


Monday  march  15  1999 


EUROPE 


— °-T^.!.^’S  BESIGWATIOH  CLOSEST  ADVISERS  LIKELY  TO  BE  REPLACED  WITHIN  THE  NEXT  MONTH  • OBSERVERS  PREDICT  EARLIER  CUT  IN  SHORT-TERM  INTEREST  RATE 


Shake-up  expected  at  ministry 


IK  MBs 


By  Wolfgang  Munciiau 
in  Frankfurt 


8L:  " j * _ minister  is  expected  to  trig- 

ger  a shake-up  in  the  finance 

»■;“  1p^  ‘ ’ ■ ■ • ■ ministry's  top  team,  with 

P 3BE-~-  . two  of  his  closest  advisers 

■pL-  HL?  ' - likely  to  be  replaced  within 

2k  Kr'  • the  next  month. 

S>  - State  secretaries  Heiuer 

Sir  ®£r  Wfi  Plassbeck.  who  has  been 

jflEj.  WE&.  *“  " responsible  for  international 

^Ey,.  ^Bpv  jKpC  v-rt  ' economic  policy  co-ordina- 

HFvy,  WBBl  ^K+  : • tlon.  and  Ciaus  Noe,  who  has 

SHp-.  flp'-  '•  ' 1)6611  1,1  charge  of  budgetary 

flpr-'  E' affairs,  are  both  expected  to 

leave  the  finance  ministry  in 

Oskar  1 1 the  wake  of  Mr  Lafontaine's 

LSnontane:  change  of  leadership  at  the  finance  ministry  will  have  repercussions  for  advisers  AP  resignation. 


r:  . 


ippr  • 


Mr  Flassbeck  has  been  Mr 
Lafontaine's  closest  eco- 
nomic policy  adviser  and 
was  influential  in  shaping 
the  former  finance  minister's 
core  economic  beliefs.  He 
was  also  the  mastermind 
behind  the  controversial  pro- 
posal to  set  up  currency  tar- 
get zones  to  limit  exchange 
rate  fluctuation  between  the 
world's  largest  currencies. 

The  cbange  in  leadership 
at  the  finance  ministry  is 
also  expected  to  lead  to  a 
more  relaxed  atmosphere 
between  the  German  govern- 
ment and  the  European  Cen- 
tral Bank.  Many  ECB-watcb- 
ere  believe  Mr  lafontaine's 
resignation  will  bring  for- 


ward a reduction  in  the 
short-term  interest  rate  from 
the  current  benchmark  of  3.0 
per  cent. 

The  ECB's  governing 
council  is  due  to  meet  for  its 
fortnightly  council  session 
on  Thursday.  A cut  in  inter- 
est rates  this  week,  however, 
is  considered  unlikely  by 
close  observers. 

The  upheavals  in  German 
politics  may  also  affect  the 
close  relations  between  the 
German  and  French  finance 
ministries.  Mr  Lafontaine.  a 
fluent  French  speaker,  and 
his  team  of  top  advisers 
have  been  instrumental  in 
improving  the  policy  co-ordi- 
nation between  the  finance 


ministries  of  the  two  coun- 
tries. 

Hans  Eichel,  finance  min- 
ister designate,  is  likely  to 
focus  more  strongly  on 
domestic  economic  policy 
issues.  His  appointment, 
which  will  take  effect  in 
early  April,  is  also  likely  to 
shift  the  balance  of  German 
economic  politics  from  Mr 
Lafontaine’s  macroeconomic 
approach  back  towards 
structural  reform  and  sup- 
ply-side policies. 

As  premier  of  Hesse,  the 
state  that  contains  the  finan- 
cial capital  Frankfurt.  Mr 
Eichel  has  developed  a repu- 
tation as  a pragmatist,  who 
has  forged  good  relations 


with  Frankfurt's  commercial 
banks,  the  Bundesbank  arid 
the  Frankfurt-based  ECB. 

His  appointment  is  also 
likely  to  boost  the  chances  of 
Ernst  Welteke.  president  of 
the  Hesse  state  central  bank, 

to  take  over  as  president  of 
the  Bundesbank.  Haps  Tiet- 
meyer,  current  president,  is 
due  to  retire  this  summer. 

Until  Mr  Eichel's  move  to 
Bonn.  Germany's  finance 
ministry  will  be  run  by  Wer- 
ner Muller,  economics  minis- 
ter. Mr  MOller  will  also  take 
part  In  today’s  meeting  of 
European,  finance  ministers 
in  Brussels. 


Editorial  Comment  Page  15 


EU  withholding  tax  proposal  still  alive  and  kicking  Poor  teamwork  cited 


In  spite  of  the  loss  of  one  its  strongest  advocates,  the  plan  to  levy  a 
charge  on  savings  remains,  write  Vincent  Boland  and  Emma  Tucker 


Oskar  Lafontaine  may 
have  gone,  but  one  of 
the  former  German 
finance  minister’s  favourite 
subjects  - a proposal  to  levy 
a withholding  tax  on  savings 
- is  still  alive  and  kicking 

The  European  Commis- 
sion's proposal  for  a mini- 
mum 15  per  cent  withhold- 
ing tax  has  won  strong 
backing  from  the  European 
Parliament,  and  Germany, 
which  holds  the  European 
Union  presidency,  wants  it 
adopted.  But  opposition  to 
the  plan  is  building.  Luxem- 
bourg has  joined  the  UK  in 
leading  attacks  on  the  pro- 
posal, which  both  countries 
claim  would  seriously  dam- 
age the  $3.500bn  global  bond 
("eurobond”)  markets  in 
which  they  play  large  roles. 

A report  out  today  sug- 
gests the  tax  would  under- 
mine the  credibility  of 
Europe’s'  capital  markets, 
especially  those  of  the  City 
of  London,  the  leading  inter- 
national financial  centre.  It 
argues  that  the  global  bond 
market  is  a crucial  asset  for 
Europe,  not  just  the  UK. 


Luc  Frieden.  Luxem- 
bourg’s budget  and  justice 
minister,  said  this  month  the 
EU  directive  would  damage 
the  country’s  banking 
secrecy  laws.  He  also 
suggested  opposition  to  the 
move  went  beyond  the  UK 
and  Luxembourg. 

"There  are  still  too  many 
problems,  and  no  discussion 
on  the  subject  has  yet  taken 
place  at  EU  finance  minister 
level.”  he  said.  Luxem- 
bourg’s many  private  banks 
are  big  investors  in  the  sec- 
tor on  behalf  of  clients 
throughout  Europe  and 
many  of  the  bonds  are  listed 
on  its  stock  exchange. 

Mr  Frieden's  comments 
have  been  welcomed  by 
opponents  of  the  tax  in  the 
UK.  Clifford  Dammers,  sec- 
retary-general of  the  Interna- 
tional Primary  Market  Asso- 
ciation (IPMA),  a trade  body, 
said:  “There  was  always  a 
risk  that  the  UK  would  find 
itself  isolated.  There  is  a bet- 
ter chance  of  the  chancellor 
[the  UK's  finance  minister] 
standing  firm  if  he's  not  the 
only  one' who  opposes  it" 


Eleven  EU  member  states 
do  not  tax  interest  on  the 
savings  of  individuals  based 
in  other  member  states,  a 
ploy  to  attract  capital.  The 
Commission  argues  that  this 
leads  to  a distortion  of  the 
single  market  and  wide- 
spread tax  evasion. 

It  has  asked  accountants 
Ernst  Sc.  Young  to  study  the 
impact  of  the  directive  on 
the  international  bond  mar- 
kets. Studies  in  London  say 
between  5 and  7 per  cent  of 
the  global  bond  market 
would  relocate  outside  the 
EU  - either  in  the  US  or. 
more  prohably,  Switzerland 
- and  that  10  per  cent  of 
those  employed  in  the  indus- 
try would  lose  their  jobs. 

The  Swiss  parliament  will 
stir  up  discussion  in  the  EU 
when  it  begins  a debate 
today  on  the  abolition  of 
stamp  duty  on  international 
transactions  on  the  Swiss 
stock  exchange.  Swiss  offi- 
cials are  setting  up  a second- 
ary market  to  trade  global 
bonds  and  expect  to  win  at 
least  SFrl.OOObn  <S635bn)  of 
business  in  two  years. 


US  policymakers 
relieved  at  departure 


By  Geraid  Baker  in  Wastington 


US  economic  policymakers 
are  unlikely  to  mourn  the 
loss  of  Oskar  Lafontaine 
from  the  international  mone- 
tary landscape.  There  was 
no  official  reaction  in  Wash- 
ington to  his  resignation  last 
week,  but  privately  the  over- 
riding sentiment  was  relief. 

With  trade  pressures 
intensifying  across  the 
Atlantic,  the  principal  Amer- 
ican concern  in  the  past  six 
months  has  been  that  conti- 
nental Europe  should  do 
more  to  promote  domestic 
demand-led  growth. 

Concern  about  the  slug- 
gish European  economy  has 
become  an  dominant  theme 
of  meetings  of  the  finance 
ministers  and  central  bank 
governors  of  the  Group  of 
Seven  industrialised  coun- 
tries. US  officials  are  under- 
stood to  believe  the  depar- 
ture of  the  mercurial  former 
finance  minister  increases 
the  likelihood  of  stronger 
short-term  and  longer-term 
growth. 

Like  Mr  Lafontaine,  senior 
US  administration  officials 
have  been  disappointed  at 
the  failure  of  the  European 
Central  Bank  to  cut  interest . 
rates  to  get  the  European 
economy  moving.  But  unlike 
Mr  Lafontaine.  US  policy- 
makers have  kept  their  dis- 
appointment mostly  to  them- 
selves. and  saved  their 
advice  on  policy  for  private 
conversations.  They  ■ sus- 


pected the  former  finance 
minister’s  outbursts  were 
keeping  the  ECB  from  cut- 
ting interest  rates,  for  fear  of 
seeming  to  kowtow  to  politi- 
cians. If  the  ECB  does  not 
now  move  quickly  to  cut 
rates,  the  disappointment 
will  be  felt  all  the  more 
keenly  in  Washington. 

There  is  some  hope  too 
that  Mr  Lafontaine's  resigna- 
tion will  make  structural 


They  suspected 
his  outbursts 
were  keeping  the 
ECB  from  cutting 
interest  rates 


reform  of  the  German  econ- 
omy more  likely.  Most  US 
officials  see  this  as  essential 
to  restoring  longer-term 
prospects  for  strong  growth. 

US  administration  officials 
have  viewed  the  struggle 
between  Mr  Schroder  and  Mr 
Lafontaine  with  growing 
concern.  When  the  Social 
Democrats  won  last  Septem- 
ber's election,  most  observ- 
ers thought  the  new  govern- 
ment would  be  a useful  and 
constructive  partner  in  the 
moderate  centre-left  politics 
of  which  US  President  Bill 
Clinton  has  been  such  an 
enthusiastic  champion.  They 
imagined  Mr  SchrOder  and 


his  note  J line  allies  would, 
like  Tony  Blair  and  his  sup- 
porters in  Britain,  be  willing 
to  join  the  US  in  the  battle 
to  inject  a bit  more  economic 
realism  into  the  global  pol- 
icy debate. 

But  Mr  Lafontaine's 
approach  looked  to 
Americans  like  a throwback 
to  the  inflexible,  statist, 
weLfaxe-dominated  European 
past 

The  circumstances  of  Mr 
lafontaine's  departure,  with 
the  German  government 
under  strong  pressure  from 
business  to  abandon  same  of 
its  less  business-friendly  pol- 
icies. are  likely  to  give 
encouragement  to  the  US 
that  economic  reform  might 
now  be  a possibility. 

But  US  observers  acknowl- 
edge that  Mr  Lafontaine  rep- 
resented a strong  strand  of 
European  opinion,  which 
will  not  change  overnight 
just  because  one  of  its  most 
prominent  advocates  has 
gone. 

As  one  international  poli- 
cymaker - not  an  American 
- put  it  last  year,  the  Euro- 
pean economic  policy  debate 
could  be  more  intractable 
than  some  optimists  think: 
“The  European  central  bank- 
ers all  think  what  Europe 
really  needs  is  structural 
reform.  The  European  politi- 
cians all  believe  what  It 
needs  is  looser  monetary  pol- 
icy. They  are  probably  both 
right;  but  it's  unlikely  either 
of  them  will  get  their  way." 
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The  latest  critical  report 
on  the  tax  plan,  by  the  Cen- 
tre for  Policy  Studies,  the 
British  free  market  think- 
tank.  urges  the  UK  govern- 
ment to  use  its  veto  to  kill 
the  withholding  tax  pro- 
posal. which  it  says  would 
do  nothing  to  curb  tax  eva- 
sion because  other  forms  of 
tax-free  investment  would 
replace  bonds. 

“The  withholding  tax 
would  be  both  damaging  and 
ineffectual.”  says  Richard 
Baron,  the  report's  author. 
“Not  only  would  it  be  a 
sledgehammer  to  crack  a 
nut,  the  hammer  would  wi<«w 
the  nut  and  come  down 
squarely  on  our  toes.” 


But  Mario  Monti,  the 
commissioner  in  charge 
of  the  proposed  direc- 
tive. claims  the  City  of  Lon- 
don has  exaggerated  the 
impact  of  the  proposed  law, 
particularly  the  fear  that  it 
would  lead  to  a migration  of 
investments  to  countries 
with  no  savings  tax. 

He  says  it  would  apply  to 
Individual  holders  of  inter- 
national bonds  only,  not 
institutional  investors.  Nor 
would  it  cover  domestic  resi- 


dents, or  non-EU  residents. 
The  measure  would  affect 
only  8 to  12  per  cent  of  all 
international  bonds. 

The  UK  government 
insists  it  will  not  approve 
any  measure  on  withholding 
tax  that  includes  global 
bonds.  IPMA  and  the  Corpo- 
ration of  London  have  been 
lobbying  hard  for  interna- 
tional bonds  to  be  exempted, 
although  it  is  not  clear 
whether  Germany  would 
agree. 

“We  would  like  to  get  an 
exemption  and  are  trying  to 
get  it.  The  question  is 
whether  this  is  achievable,” 
says  Ivan  Royle.  who  has 
been  leading  the  Corporation 
of  London's  efforts  to  put  the 
City’s  case  In  Brussels. 

Luxembourg’s  opposition 
is  unlikely  to  diminish 
before  June's  general  elec- 
tion. and  Commission  offi- 
cials say  the  chances  of  an 
agreement  before  then  are 
slim.  Brussels  is  determined 
to  find  a negotiated  solution, 
but  in  the  meantime,  the  UK 
and  Luxembourg  can  pre- 
vent the  directive  becoming 
law:  as  a tax  measure,  it  has 
to  be  approved  unanimously 
by  ministers. 


as  reason  for  quitting 


Oskar  Lafontaine  yesterday 
commented  for  the  first  time 
on  the  reasons  for  his 
resignation  as  Germany’s 
finance  minister  last 
Thursday.  The  following  is 
from  his  statement,  reported 
by  Renters  in  Bonn: 

“1  would  first  of  all  like  to 
say  that  the  decision  has 
nothing  to  do  with  the 
direction  of  politics  that  we 
have  taken  in  the  past 
months.  We  are  proud  that 
we  have  kept  many  of  our 
promises.  That's  something 
new  in  politics,  because 
voters  were  often 
disappointed  in  the  past 
because  promises  weren't 
kept. 

“The  reason  for  my 
resignation  Is  the  poor 
teamwork  that  we  provided 
in  the  last  few  months. 
Without  good  teamwork  you 
cant  work  together 
successfully.  Teamwork 
requires  that  you  watch  out 
for  each  other  and  that  you 
stick  together,  especially  in 
public 


“One  example  - while  we 
were  able  to  cut  taxes  for 

small  and  medium-sized 
companies  by  DM5bn 
[€2-5bn,  82.8bnJ,  the  team 
was  discussing  whether  we 
were  pursuing  a 
business-hostile  policy.  Work 
that  out  for  yourself. 

“When  the  team  doesn't 
play  well  together,  the  team 
has  to  be  rebuilt  My  step 
was  a precondition  for  that. 
The  new  team  is  in  place.  1 
wish  the  new  team  success 
in  their  work  with  Gerhard 
Schroder. 

“The  question  that 
certainly  has  to  be 
discussed,  is  why  I am  only 
commenting  now.  1 said  that 
1 needed  some  distance.  And 
I especially  wanted  to  avoid 
any  self-justification  to  come 
out  of  my  explanation.  And  I 
wanted  to  set  an  example 
that  you  cannot  unburden 
yourself  when  you  quit  by 
putting  burdens  on  others.  I 
will  say  it  again.  The 
mistakes  we  made  were 
made  by  all  of  us,  and  1 


believe  this  is  an  approach 
we  can  all  accept. 

“Now  a statement  for  the 
party  itself.  This  step  was 
naturally  not  easy  for  me.  I 
have  been  in  the  party  for  33 
years  and  in  leadership 
positions  for  30.  That's  a 
longer  time  than  many  other 
politicians.  That  means  the 
party  is  part  of  my  life. 

“Ever  since  the  [1990] 
assassination  attempt  I have 
been  asking  myself  how 
much  further  1 want  to 
continue  with  this  great 
burden  for  my  family  and 
private  life.  And  now  after 
all  these  years  I have  made  a 
decision  for  my  private  life.  1 
hope  the  party  will 
understand. 

“I  wish  the  party  all  the 
success.  I will  follow  it  with 
interest.  I belong  to  the 
party. 

“And  there's  something 
you  should  never  forget.  The 
heart  isn't  traded  on  the 
stock  market  yet  but  it  has 
a home.  And  it  beats  to  the 
left  Thank  you." 
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Annan  cool  towards 


Khmer  Rouge  trial 


Malaysia’s  ruling  coalition 
celebrates  landslide  in  Sabi 


By  Ted  Bardacte 
n Phnom  Penh 


KoG  Annan,  United  Nations 
secretary-general,  has 
backed  away  from  pushing 
for  an  international  tribunal 
to  prosecute  former  leaders 
of  the  Khmer  Rouge  for 
genocide  after  the  Cambo- 
dian government  rejected 
the  conclusions  of  a UN 
report  that  recommends 
such  a trial. 

The  move  by  Mr  Annan 
dim*  the  already  fading  pros- 
pects for  an  international  tri- 
bunal for  the  former  Cambo- 
dian rulers.  It  also  comes 
just  ahead  of  today's  formal 
presentation  to  the  UN  Secu- 
rity Council  and  General 
Assembly  of  the  UN  report 
on  a Khmer  Rouge  trial. 

The  61-page  report,  drawn 
up  by  three  international 
jurists  at  the  request  of  the 
Cambodian  government  in 
1997.  recommends  that  the 
UN  establish  an  ad  hoc  inter- 
national tribunal  outside 
Cambodia  for  crimes  com- 
mitted during  the  mid-70s 
Khmer  Rouge  regime,  when 
as  many  as  2m  Cambodians, 
or  a fifth  of  the  population, 
died  from  torture,  execution, 
overwork  and  starvation. 


The  report  based  its  con- 
clusion on  the  idea  that 
Cambodia  lacks  an  impartial 
criminal  justice  system 
because  of  a series  of  fail- 
ings, including  corruption, 
political  interference,  impre- 
cise legal  foundations  and  a 
lack  of  personnel  and  funds. 

Mr  Annan  reiterated  those 
concerns  in  a meeting  with 
Hor  Namhong,  the  Cambo- 
dian foreign  minister,  on  Fri- 
day. 

The  UN  secretary -general 
said  that  the  Cambodian 
judiciary  in  its  current  state 
was  "unlikely  to  meet  mini- 
mal justice  standards”  and 
that  a South  African-style 
truth  commission,  a mecha- 
nism that  the  UN  report  sug- 
gests could  be  used  for  lower 
level  Khmer  Rouge  officials, 
is  “not  a substitute”  for  jus- 
tice. 

But  Mr  Annan  did  not  per- 
sonally endorse  the  report’s 
call  for  an  international  tri- 
bunal. Despite  requesting 
the  report,  the  Cambodian 
government  is  not  bound  by 
its  findings. 

With  China,  once  a Khmer 
Rouge  ally,  opposing  an 
international  tribunal  unless 
the  Cambodian  government 
agrees,  there  appears  to  be 


little  consensus  at  the  UN  to 

pursue  the  issue  vigorously. 

The  path  has  now  been 
cleared  for  the  Cambodian 
government  to  pursue  a trial 
in  a military  court  for  Ta 
Mok.  the  former  battlefield 
chief  of  the  Khmer  Rouge 
and  the  only  top  leader  of 
the  now-defunct  rebel  group 
in  detention. 

Most  other  Khmer  Rouge' 
leaders  enjoy  either  formal 
or  de  facta  immunity. 

Mr  Hor  Namhong 
requested  international 
assistance  for  the  Ta  Mok 
trial,  a request  which  puts 
the  international  community 
in  a quandary. 

A great  deal  of  time  and 
foreign  funding  has  been 
dedicated  to  documenting 
Khmer  Rouge  atrocities,  doc- 
umentation that  would  be 
invaluable  for  Cambodian 
prosecutors  of  Mr  Ta  Mok. 

But  international  co-opera- 
tion would  also  legitimise  a 
trial  by  a suspect  judicial 
system. 

In  their  report,  the  UN 
experts  warned  against 
international  participation 
in  a local  trial,  because  of 
concerns  that  it  would  be 
“subject  to  manipulation  by 
political  forces". 


By  Shefla  McNulty 
In  Kota  Kinabalu 


Thousands  of  miniature 
wooden  signs  plastered  with 
pictures  of  state  politicians 
lined  the  streets  of  Sabah 
ahead  of  this  weekend’s  elec- 
tion. 

Dotted  among  them  was  a 
portrait  of  Mahathir 
Mohamad,  prime  minister, 
even  though  his  name  was 
not  in  the  ballot 

But  it  was  Malaysia’s  first 
election  since  Dr  Mahathir 
provoked  an  unprecedented 
backlash  against  his  18-year 
rule  by  sacking  his  popular 
deputy.  Anwar  Ibrahim.  Dr 
Mahathir  knew  the  results 
would  be  used  to  gauge  how 
much  support  is  still  com- 
manded by  the  ruling  Bari- 
san  Nasional  coalition,  and, 
by  extension,  himself. 

He  won  a landslide  vic- 
tory. Barisan  seized  31  of  the 
48  seats  and  the  biggest 
opposition  party,  the  Chris- 
tian-led Parti  Bersatu 
or  PBS,  took  17.  But  the  poll 
was  marred  by  charges  of 
vote-buying  and  “phantom 
voters”,  and  political  ana- 
lysts were  unconvinced  that 
Barisan  would  fare  as  well  in 
the  genera]  election  that 


jvje  Liew,  a teacher, 
emerged  as  proud  name*  to  - 
insist  if  the  election  wee 
fair  pBS  would- win.  -She  iDob:/ 
sidered  undemocratic’ ;the 
warnings  that  the  federal : . 
government  would- only  _pto-  •-  - 
vide  generous  aid  to-  the  ’ 
state  if  it  voted  for  the  ;coah-. 
tion.  Harris  Mohfl  -Swlefr,'.. 
acting  president  of '.the.  Bet-  . 
sekutu  exposition  parfy^nd. 
Barisan  has  rated  Sabah  far- 
more  than  31  years. . II  the 
Bprisan  Nasional  rule xpttjd  / 
bring  economic develop-  ■ v- 
nwit,  Sabah  today  should  he  - 
at par  with  other  -more  — 
advanced  states  of  "Malay-  . . . 


Deputy  premier  Abdullah  Badawi  (seated  centra)  celebrates  with  party  candMates  yestwdsy  - RetXere 


must  be  held  by  April  2000. 

“Although  Mahathir  has 
claimed  this  is  an  endorse- 
ment for  Mm.  T don't  think 
people  saw  it  as  that  in 
Sabah  or  on  a national  level, 
and  I don't  think  he  really 
sees  it  as  that,”  said  K-S. 
Jomo.  professor  in  the  fac- 
ulty of  economics  and 
administration  at  the  Uni- 
versity of  Malaya. 

Sabah's  elections  are  domi- 
nated by  local  issues,  such 
as  development  Mr  Anwar's 
detention,  beating  and  trial 


on  charges  of  abasing  his 
power  to  conceal  sexual  mis- 
deeds are  known  but  too  far 
away  to  be  an  issue.  The  par- 
ties that  present  the  biggest 
challenge  to  Barisan  on  a 
national  level  are  unknown 
in  Sabah. 

But  the  73-year-old  Dr 
Mahathir  wanted  to  make  a 
statement,  and  he  fought 
vigorously,  flying  three 
times  to  Sabah  in  recent 
weeks,  rampaipiing  deep  in 
remote  forests  by  day  and  in 
cities  by  night.  He  brought 


key  members  of  his  cabinet 
with  him.  But  perhaps  most 
effective  were  bis  threats  of 
cutting  federal  assistance  to 
the  state  if  it  failed  to  return 
Barisan  to  power. 

In  a village  over  water  on 
stilts.  Barisan  flags  - of  a 
scale,  symbolising  justice  - 
fluttered  above  unpainted 
wooden  houses.  “If  Barisan 
wins,  Sabah  can  develop," 
sajrt  a gaunt  fisherman.  On  a 
nearby  street  of  one-storey 
homes,  a single  PBS  flag 
rose  amid  Barisan  onbs- 


sia.  ..  ’"I:- . 

PBS  was  convinced  /vote- 
buying  and  the  fasiflhg.jtrif  -l- 
identity  cards  to  tent?  bf 
thousands  of  immigrants" to  ~ ~ 
enable  them  to  vote,  were 
why  the  opposition  did  ridt  .-1 
do  better.  Barisan  has  denied  - 
wrongdoing.  The  "phantom 
voters”  have  not  been -fade-- i 
pendently  verified,  and- the  . 
Election  Commission -said.  - 
there  was  no  law  ageunst.  : 
vote  buying.  “People,  are"  7 
very  angry,”  insisted  Nidjo^ 
las  W.Y.  Fung,  PB^s  fcsste.  - 
taut  secretary  general-  Nat 
pnrmgh,  apparently,  to  vote 
against  Barisan. 
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(•  (•  Geneva’s  Private 


the  giving 


to  China 
declines 


By  Naoko  Makanae  and 
Olivia  Jensen  ta  Tokyo 


By  Mar  Montagunr  and  •' 
Rahul  Jacob  in  Hong  Kong 


Bankers  did  not  just 


improve 


n. 


They  created  it.  / / 


We,  the  Private  Bankers  of  Geneva,  are  proud  to  have  cre- 
ated, two  centuries  aeo,  a vocation  that  continues  to  brine- 


r V ated,  two  centuries  ago,  a vocation  that  continues  to  bring 
so  much  to  this  dty  and,  very  importantly,  to  our  clients.  As  well 
as  astute  asset  management,  it  comprises  a level  of  personal  ser- 
vice and  respect  for  privacy  that  cannot  be  duplicated  elsewhere. 


TA' 


LIBERTY  -.  INDEPENDENCE  - RESPONSIBILITY 


In  Geneva.- 


BORDIER  & Cie 

(1844) 


DARIER  HENTSCH  & Cie 

(1796) 


LOMBARD  ODIER&Cie 

(1798) 


MIRABAUD&Cie  - PICTET  & Cie 

(1819)  (1805) 


Gamuii^ c m*  rented  in  Ihe United  Kingian  ^ **=»  ool  amtud  any  imestniou  IwsiMwmJheliiiidKmgdoiaTheFrotKtraaflort^ 
praattan  under  Uw  Inveto  Compensation  M*n*  would  im  he  available.  This  sdvwUcnwit  has  ten  apprcwd  by  Lombard  Od«r  Private  Asset  Management  United  and  Betel  Asset  Mdiu^otlfKlLnirKl.  reflated  h*. 


A peculiarly  Japanese 
custom  that  normally  boosts 
consumerism  has  become 
the  latest  victim  of  the  coun- 
try’s deepening  recession. 

Yesterday’s  White  Day  is  a 
Japanese  twist  on  what  is 
very  much  a western  tradi- 
tion: Valentine's  Day.  * In 
Japan.  Valentine's  is  a 
strictly  one-way  street  - cus- 
tom has  it  that  only  women 
may  give  gifts  to  men.  White 
Day  comes  exactly  one 
month  later  and  is  the  day 
when  men  are  required  to 
return  the  favour. , ■ • 
But  the  romzmee  of  Valero 
tine's  Day  has' lost  out: to 
commercialisation;  . with 
female  workers  distributing 
out  of  a sense  of  duty  dozens 
of  giri  choco  - or  “duty  choc- 
olates” - to  their  mate,  col- 
leagues. While  these  token 
gifts  are  ^mall  and  Cheap 
(typically  costing  Y300-Y50d 
-SSL50  - $420)  the  sheer  vol- 
ume has  traditionally  made 
this  a profitable  business  far 
retailers. 

One  month  later,  men  are 
required  to  at  least  treble 
the  value  of  their  Valentine’s 
gifts  when  they  return  them. 
Hence.  White  Day  counters 
at  department  stores  tend  to 
be  stocked  with  more  expen- 
sive goods  (ranging  from 
Y 1.000  to  Y4.000)  than  those 
for  Valentine’s. 

But  with  Valentine's  Day 
falling  on  a Sunday,  there 
was  less  pressure  this  year 
for  women  to  buy  chocolates 
for  their  'colleagues.  And 
amid  Japan's  worst  reces- 
sion since  the.  war,  consum- 
ers’ reluctance  to  buy  meant 
that  sales  of  giri  choco 
dropped  significantly. 

At  Takashimaya's  flagship 
department  store  in'  down-  1 
town  Tokyo  at  the  end  of.  I 
last  week,  dozens  of  busi- 
nessmen were  swarming 

around  display  .cases  piled . 
high  with  .brand  rtamfe 
ladies’  scarves,  handker- 
chiefs  and  accessories.  While 
some  were  enjoying  them- 
selves, others  --  looked 
harassed  and  most  merely 
looked  perplexed.  • ;-7 . . ” 7 ' 
Tm  only  buying  :a  couple 
of  White  Day  presents  this, 
year,”  said  one  28-year-old 
businessman.  “Alter  all,  I 
didn't  get  as  many  giri  choco . 
this  year.  And  although  1 
usually  increase  the  value’of 
the  gift  threefold  or  fourfold* 

1 don't  think  m be  spending, 
as  much-  this-  time."  ■ 

Last  month,  anticipating- 
falling  numbers  of  gfri  choco ; 
sales,  retailers  put  extr^ 
effort  into  marketing,  more  : 
expensive  chocolates  under 
famous  names,  such  as  -Max- 
im's  and  Hairods. 

“We  put  more  emphasis  on 
pricier  Valentine  chocolate 
boxes  for  the  special  some- 
one in  your  life.”  said  a 
saleswoman  in  Takashima- 
ya’s confectionery  depart-' 
ment.  “But  even  so,  those 
sales  didn't  make  up  for  the 
drop  in  gin  choco  sales.” 

Whether  phasing  quantity 
or  quality,  even  the  tradi- 
tionally buoyant  Valentine's 
period  has  turned  into  a 
massacre  for  Japan's 
punch-drunk  retailers. 


International  bank  lending 
to  China  fell  sharply  in  the 
first  three-quarters  of  last 
year,  well  before  the  collapse 
of  Guangdong  International 
Trust  and  Investment  Com- 
pany (Gitic)  caused  broader 
concerns  about  the  country's 
credit  standing,  according  to 
figures  compiled  - by  the 
Basle-based  Bank  fin:  Inter- 
national; Settlements  (BIS). 

. . The  figiires  show  that, 
after  7 adjustment  for 
exchange  rate  changes, 
-credit  outstanding  in  China  . 
-fen  by  $6gbnin  the  third 
. quarter  ifldE’ last  , year  com- 
pared with  :a  $&3bn  drop  In  • 
the  - second  mid  a small  rise  - 
In  the  first  quarter.  The 
trend  is  a sharplrevereal  of 
the  third  qiutoter  of  1997. 
whim  leading  rose  by  $h2ba. . 

; Some  economists.7  sach  as 
Nicholas  Lardy.of  the  Brook- 
ings Institution'  in  Washing- 
ton, believe  the.  swing  in  I 
bank  credit -is  oneexplana-, 
tiori  for  the  failure  of  dona's 

reservefi_  to ;#se  last  .J ear. 
while  it  was'  running"  a cur- 
rent balance  of  payments 
surplus.  But  bankers,  4h 
Hong  Kong  who  have^stud-  . 
led  the  details  of  the  BIS  fig- 
ures caution  that  it  is;  diffi-- 
cuit  to  be  sure  exactly what?  • 
lay  behind  the  swing. 

Because  the.  BIS  produces, 
various  sets  of  figtpres,  seme, 
of  which'  are  adjusted  for  ' : 
exchange  rates  and  some  .-of  . 
which  exclude  lending  origi- 
nating from  banks  outside 
the  main  industrial  .coun- 
tries, it  is  difficult  to  be  sure 
of  the  scale  of  the  outflow  of 
credit. 

Before  exchange ..  rate 
adjustment,  bank  credit  to 
China  slipped- to  $Sibn  at  the 
end  of  September-  last  -year 
from  $90bn  in  December 

1997.. Bankers, assume  that 

this  trend  has  ..continued 
through  iHei  firet: '.quarter  erf 
.tins  year.-as  the.  extent  of 
the  problems  atCbina's  non- 
bank  financial  companies 
became  apparent  . 

Some  argue  that  pressure, 
on  bankLcrediffi  ow  may.  add 
t&.  the  ^temptation  for  China 
tc^  devalue'  its:  currency,  but 
much  dependfi  oh  what  lies 
behind  the  fall  ib  credit  One 
possibility  is  that  r Chinese 
entities  chose  to  switeh  bor- 
. .rqwing  fium  ddllare  to  local 

- currency  ■ as  Interest  rates 
fell  by  more  than'  2 percent- 
age ' bofnts.  in  ^Cfcma  last 

-jfear.r  Another  is  that  Japa- 
nese -baiiks,  -wbcfie_  capital, 
adequacy : ratios  were 

. squeeietTby,  tiieweaknessotf 
iibe.-yent  -wereG  Withdrawing 

credit: L'  ■' 

- “It  cQuld  be  n bunching  of 
loan  maturities.  It  couM  be 
constraints  on  the  Japanese 
tenkingsystem,batifs  strl- 
king  that  it  was  acceleratmg 
before'  Gitic;"  7 said  one 
banker. 

Another  series,  of  figures 
produced  by  the  BIS  shows 
lending  by  Japanese-  banks 
to  China  fan  more  than  $2bn 
to  ¥I7.5bn  in  the  first  half  of 
last  year,  making  litem  the 
largest  factor  behindn  drop 
of  nearly  $4bn  to  SS8.4bn  in  . 
lending  by  banks  in  industri: . 
alised  countries. 
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Afghan  factions  agree  to  share  power 


By  Charles  Clover  in  Ashoabat 
Turfcroenidan 

Warring  factions  in  Afghan- 
istan agreed  in  principle  yes- 
terday to  set  up  a broad- 
based  government  with  a 
shared  executive,  legislature 
and  judiciary  - a big  break- 
through in  the  country’s  19- 
year  civil  war.  But  they  did 
not  manage  to  arrange  a 
ceasefire,  which  will  be  dis- 
cussed along  with  the  com- 
position of  a future  govern- 
ment in  the  next  series  of 
talks  near  the  end  of  March. 


The  decision  was 
announced  after  three  days 
« negotiating  in  Ashgabat. 
Turkmenistan,  between  rep- 
resentatives of  the  Taliban, 
the  Islamic  fundamentalist 
militia  that  has  seized  90  per 
cent  of  Afghanistan's  terri- 
tory since  it  became  active 
in  1994,  and  representatives 
of  the  opposition  coalition 
currently  led  by  Ahmed 
Shah  Masood,  a legendary 
ethnic  Tajik  commander 
which  still  holds  strategic 
passes  through  the  Hindu 
Rush  mountains 


Despite  repeated  attempts 
at  negotiations  over  several 
years  the  two  sides  have 
never  before  agreed  to  form 
a shared  government. 

But  many  experts  consider 
the  decision  to  be  inevitable 
following  the  Taliban's  cap- 
ture of  the  northern  opposi- 
tion's stronghold,  the  city  of 
Mazar-i-Sharif,  last  August 

“This  demonstrated  a 
major  step  forward  on  a fun- 
damental issue,”  said 
Andrew  Tesoriere,  the  acting 
head  of  the  United  Nations 
Special  Mission  to  Afghan- 


istan, which  helped  to  bring 
both  sides  to  the  negotiating 
table. 

Pakistan  yesterday  greeted 
the  deal. 

-It’s  a very  good  start  for 
finding  a negotiated  solution 
to  establish  durable  peace  in 
Afghanistan,”  said  Sartaj 
Aziz,  foreign  minister. 

Despite  the  breakthrough, 
however,  the  two  sides  con- 
tinued fighting  In  many 
regions  - notably  the  north- 
ern province  of  Samangan  - 
according  to  press  reports. 
And  both  sides  have  been 


making  preparations  to 
resume  large-scale  fighting 
once  the  winter  snows  melt 
in  the  mountains. 

And  despite  elaborate  dis- 
plays of  politeness  by  both 

stdes  at  the  press  conference 
yesterday,  held  in  the  white 
marble  UN  building  in  Ash- 
gabat. many  subtle  differ- 
ences remain  apparent. 

The  opposition  representa- 
tives, for  example,  sported 
neatly  trimmed  beards. 
Beard  trimming  has  been 
outlawed  by  the  strictly  reli- 
gious Taliban,  along  with 


dancing,  the  education  of 
women,  and  even  kite  flying. 

The  future  government, 

according  to  Malvi  Wakeel 
Ahmed  Mutawakil.  the  Tali- 
ban's lead  negotiator,  would 
be  “based  on  Islamic  law  and 
Islamic  system  of  govern- 
ment”. 

According  to  Mohammed 
Yunis  Qamini.  the  spokes- 
person for  the  opposition, 
however,  the  future  govern- 
ment would  be  “based  on  the 
respective  representation  of 
the  different  ethnic  groups 
in  Afghanistan*' 


Indonesia  bank  move  Israel  cabinet  confirms 
‘a  big  breakthrough’  claim  to  all  Jerusalem 


By  Sander  Thoenes  bi  Jakarta 

Indonesia  closed  38  banks 
and  nationalised  seven  more 
at  the  weekend  in  what  the 
Internationa]  Monetary 
Fund  hailed  as  a “decisive 
breakthrough”  in  reforming 
the  country's  banking  sec- 
tor. 

After  months  of  back- 
tracking. and  amid  growing 
pressure  from  the  IMF  and 
World  Bank,  officials  also 
approved  a government 
recapitalisation  of  nine  of 
the  largest  private  banks. 

This  paves  the  way  for  a 
Rp30Q,ooobn  ($34bn)  govern- 
ment bond  issue  to  help 
recapitalise  these  banks, 
along  with  seven  state 
banks,  14  regional  banks  and 
11  nationalised  banks,  due  in 
April. 

Hubert  Neiss.  IMF  director 
for  Asia-Pacific,  said  that  the 
highly  significant  but  com- 
promised move  prepared  the 
ground  for  an  IMF  board 
meeting,  at  which  the  Fund 
would  be  likely  to  approve 
release  of  another  tranche  of 
its  $ll.3bn  lending  package 
to  Indonesia  and  consider 
boosting  that  loan  to  help 
fund  the  country's  expected 
budget  deficit  in  the  coining 
fiscal  year. 

The  government  said  that 
41  banks,  an  unexpectedly 
large  number,  had  managed 
tc  raise  capital  indepen- 
dently and  join  32  banks 
which  had  earlier  posted  the 
required  minimum  capital 


Hubert  Neiss;  move  paves  way 
for  release  of  further  tranche  of 
IMF  fencing  package 

adequacy  ratio  of  4 per  cent 
or  more. 

This  should  take  pressure 
off  the  funds  allotted  to 
recapitalising  the  private 
banks. 

Bankers  doubt,  however, 
that  the  recapitalisation  will 
be  sufficient  to  restore  lend- 
ing to  the  real  economy. 
About  Rpl50.000bn  in  bonds, 
issued  to  state  banks,  is 
likely  to  carry  an  interest 
rate  of  3 percentage  points 
above  inflation  while  the 
other  half  would  be  at  20  per 
cent,  well  below  the  current 
interest  rate  of  37  per  cent. 

That  means  the  bonds  can- 
not be  sold  for  cash,  leaving 
banks  with  only  interest 


income  to  counter  a drain  on 
capital  from  higher  deposit 
rates  than  it  borrows  at. 
Non-performing  loans  are 
now  a large  part  of  loan 
portfolios. 

Two  banks  which  had 
been  rumoured  to  have  col- 
lapsed were  recapitalised 
and  another  two  were 
nationalised  rather  than 
closed,  which  leaves  owners 
able  to  draw  hinds  and  drags 
out  the  process  of  repayment 
of  loans  to  affiliated  parties 
over  four  years. 

Dennis  de  Tray,  country 
director  for  the  World  Bank, 
insisted  the  decision  on 
which  banks  to  aid  was 
made  by  applying  normal 
guidelines. 

Other  foreign  experts 
involved  added,  however, 
that  some  of  these  rules 
were  changed  to  allow  for 

nationalisation  of  a hank  in 

the  Bakrie  Group  a bank 
tied  to  former  president 
Suharto. 

Originally  there  had  been 
no  plans  to  nationalise 
banks  but  the  IMF  and 
World  Bank  agreed  to  a take- 
over of  banks  which  had 
more  than  80.000  accounts 
and  large  branch  networks, 
ostensibly  to  limit  the  dis- 
ruption of  massive  closures 
to  the  banking  sector. 

Bankers  and  advisers 
suggested  this  was  a compro- 
mise to  overcome  govern- 
ment opposition  to  closure  of 
more  than  17  of  the  weakest 
banks 


By  Avi  MachBs  in  Jerusalem 

Israel  fired  another  shot  in  a 
growing  dispute  with  the  EU 
over  Jerusalem's  status, 
when  the  cabinet  yesterday 
reaffirmed  Israel's  sover- 
eignty over  the  entire  dis- 
puted city. 

The  cabinet  said  the  EtTs 
position  that  Jerusalem  is  a 
“corpus  separatum”,  or  sepa- 
rate entity,  is  legally  incor- 
rect and  “totally  unaccept- 
able to  Israel”.  Israel  would 
never  accept  the  “division  or 
internationalisation”  of  the 
city,  it  said. 

Last  week,  the  EU  rejected 
Israel’s  request  to  prevent  its 
diplomats  from  meeting  Pal- 
estinian officials  in  east 
Jerusalem,  which  Palestin- 
ians hope  will  become  capi- 
tal of  a future  state. 

Israel  captured  and 
annexed  east  Jerusalem  in 
the  1967  Arab-Israeli  war, 
but  its  sovereignty  has  never 
been  recognised  by  the  inter- 
national community. 

Israeli-Palestinian  agree- 
ments stipulate  the  city's 
status  is  to  be  determined  in 
permanent  status  talks 
between  the  sides  that  have 
yet  to  begin. 

At  the  weekend.  Israel 
launched  an  “information 
campaign”  through  its  diplo- 
matic missions  in  Europe  to 
try  to  persuade  EU  countries 
of  its  position  on  Jerusalem. 

Meanwhile,  a US  official 
said  Israel's  policy  of 
expanding  Jewish  settle- 


New  industrial  zone  for  Jordan 


Israel,  Jordan  and  the  US 
will  today  in  Washington 
launch  a new  industrial  zone 
in  which  joint  initiatives  will 
be  eligible  for  duty-free 
exports  to  the  US,  writes 
Avi  Machfis  in  Jerusalem. 

However  an  ongoing  trade 
dispute  and  a new  dispute 
over  water  sharing  may  sour 
the  atmosphere. 

The  qualrfyhg  industrial 
zone  will  be  inside  Jordan 
on  the  border  with  Israel  in 
the  northern  Jordan  valley.  A 
similar  zone  already  exists  in 
the  northern  Jordanian  city 
of  Irbki 

Despite  the  co-operation, 
Jordan  has  accused  Israel  of 
blocking  trade,  especially  to 
Palestinian-controlled  areas 
of  the  West  Bank.  The 
Palestinian  market,  worth 


ments  in  the  occupied  West 
Bank  was  “very  destructive 
to  the  pursuit  of  peace”  a 
somewhat  tougher  position 
than  the  traditional  US 
stance,  which  considered  set- 
tlements an  “obstacle  to 
peace". 

Palestinian  officials  wel- 
comed the  statement  by  Den- 
nis Ross,  US  Middle  East 
peace  envoy,  but  said  the  US 
administration  must  take 
steps  against  settlement 
building  if  it  has  indeed 
changed  its  position. 

Israel  is  also  considering 


about  $2 bn,  is  dominated  by 
Israeli  goods,  while  Jordan 
says  it  only  exported  some 
$18m  in  goods  to  the 
Palestinian  market 

The  issue  has  bean  a 
sticking  point  in  bilateral 
relations,  as  many 
Jordanians  feel  they  have 
not  reaped  any  economic 
dividend  from  their  1994 
peace  accord  with  Israel. 
Israel  says  trade  has  risen 
from  $32.5m  in  1997  to 
$42m  in  the  first  nine 
months  of  1998.  But  even 
most  of  this  trade  is  from 
Israel  to  Jordan. 

Further  complicating 
relations,  Israel  yesterday 
told  Jordan  it  would 
immediately  reduce  the 
amount  of  water  diverted  to 
Jordan  from  Israeli  sources. 


releasing  100  Palestinian 
political  prisoners  later  this 
month,  a move  which  could 
help  thaw  the  frozen  peace 
process.  Before  Israel  froze 
the  peace  initiative,  it 
angered  the  Palestinians  by 
releasing  mostly  criminals 
when  it  freed  250  prisoners 
under  the  Wye  accords. 

Israel  claims  the  remainder 

had  “blood  on  their  hands” 
and  were  not  eligible  for 
release,  but  Israeli  security 
experts  say  several  hundred 
imprisoned  Palestinians  had 
not  been  involved  in  killings. 


T aiwan  warns 
on  Chinese 
satellites 


By  Ihnr  Dickie 
in  Tajni 

Taiwanese  officials  have 
warned  that  Chinese  satel- 
lite launches  and  military 
modernisation  could  seri- 
ously threaten  the  island’s 
security  and  that  Taipei 
must  improve  its  defences, 
warnings  that  are  likely  to 
heighten  controversy  in 
Washington  over  Sino-US 
technological  cooperation. 

Tang  Fei,  Taiwan's 
defence  minister,  said  six 
satellites  that  Beijing 
planned  to  launch  next  year 
could  improve  the  accuracy 
of  its  ballistic  missiles  and 
allow  detailed  surveillance 
of  Taiwanese  defences,  giv- 
ing Beijing  a “clear  view 
into  our  very  backyard  and 
bedroom”. 

A senior  official  of  the 
Mainland  Affairs  Council, 
which  guides  Taiwan's  pol- 
icy on  China,  said  that  it 
was  possible  that  US  compa- 
nies had  given  a big  boost  to 
Beijing’s  development  of  sat- 
ellite technology  and  that 
the  island  must  upgrade  its 
defences. 

Other  officials  said  Bei- 
jing’s ballistic  missile 
deployments  were  forcing 
Taiwan  toward  involvement 
in  a proposed  US-led  theatre 
missile  defence  system 
(TMD). 

The  remarks  went  to  the 
heart  of  two  issues  that  have 
helped  cause  a recent  sour- 
ing of  Sino-US  relations:  Chi- 
na's expansion  of  its  missile 
forces  and  the  extent  to 
which  its  development  of 
missile  technology  has  been 
aided  by  US  companies'  use 
of  Chinese  rockets  to  launch 
their  satellites. 

Analysts  said  the  Taiwan- 
ese military  could  be  hoping 
to  build  support  for  extra 
defence  spending  and  for 
involvement  in  TMD,  a proj- 
ect that  is  of  unproven  stra- 
tegic worth  but  is  none  the 
less  likely  to  be  extremely 
expensive. 

The  remarks  may  also  be 
calculated  to  harden  pro-Tai- 
wanese sentiment  in  Wash- 


ington following  reports  of 
an  escalation  of  Chinese  mis- 
sile deployments  against  the 
isiand  and  accusations  that 
Beijing’s  agents  have  stolen 
US  endear  technology. 

A poll  released  yesterday 
suggested  widespread  public 
support  in  Taiwan  for 
involvement  in  TMD,  with  85 
per  cent  of  those  surveyed 
believing  that  the  govern- 
ment should  join  such  a 
regional  security  grouping. 

Any  Taiwanese  involve- 
ment in  regional  missile 
defence  is  anathema  to 
China,  which  considers 
Taiwan  a rebel  province  and 
has  threatened  military 


Satellites  that 
China  plans  to 
launch  ‘could 
allow  detailed 
surveillance  of 


Taiwanese 

defences’ 


action  to  prevent  it  formalis- 
ing its  de  facto  indepen- 
dence. 

In  his  remarks  to  a week- 
end conference,  the  Taiwan- 
ese defence  minister  warned 
that  China's  military  mod- 
ernisation posed  a growing 
threat  in  areas  ranging  from 
its  development  of  cruise 
missiles  to  the  expansion  of 
its  capacity  to  wage  com- 
puter warfare. 

Lin  Chong-pin,  vice  chair- 
man of  the  Mainland  Affairs 
Council,  told  reporters  there 
should  be  more  co-operation 
between  Taiwan's  govern- 
ment and  high-technology 
industries  to  counter  the 
threat. 

“Taiwan  needs  to  increase 
its  alertness.  China  can 
afford  to  retreat  a step,  but  if 
we  retreat  a step,  we'll  fall 
into  the  Pacific  Ocean."  Mr 
Lin  said. 
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This  event  will  be  taking  place  within  months  of  die  start  of  the  new 
millennium  - an  approptete  moment  co  reflect  on  the  successes  and 
achievements  of  the  industry  over  die  past  two  decades. 
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Brazil  confident  of  h«p® .% 

i , power 

return  to  markets  projects 


By  Richard  Upper  in  Paris, 
Geoff  Dyer  in  SSo  Panto  anf 
Andrew  Bate  in  London 


Some  of  Brazil's  creditor 
banks  are  confident  the 
country  can  raise  money  on 
the  international  capital 
markets  before  the  end  of 
next  month.  A rapid  return 
to  the  markets,  effectively 
closed  to  Brazil  since  last 
year,  would  further  bolster 
confidence  in  the  economy 
following  last  week’s  agree- 
ment by  hyifcs  tO  maintain 
trade  and  interbank  credit 
lines  at  existing  levels  until 
the  end  of  August 
Bill  Rhodes,  the  veteran 
Citibank  debt  negotiator 
who  is  co-ordinating  the 
effort  to  help  Brazil  main- 
tain bank  fines,  yesterday 
said:  It  is  in  the  realm  of 
probability  that  Brazil  could 
go  back  to  the  market  as 
early  as  the  end  of  April " 
Me  Rhodes  is  also  hopeful 
that  Hanks  will  voluntarily 
increase  their  exposures  if 
the  government  makes  prog- 
ress in  implementing  its  new 
economic  programme. 


announced  last  week  as  part 
of  a revised  deal  with  the 
International  Monetary 
Fund  (IMF).  “As  people  see 

the  economic  programme 
take  hold  they'll  begin  to 
voluntarily  increase  trade 
and  interbank  lines,"  he 
said. 

The  IMF  rtesi  - the  centre- 
piece of  its.  S4l-5bn  interna- 
tional support  package  - 
was  originally  agreed  last 
October,  but  the  devaluation 
of  the  Real  in  January  and  a 
resurgence  of  inflation  made 
renegotiation  necessary. 

In  Brasilia,  Luis  Fernando 
Figuereido,  central  bank 
director  for  monetary'  policy, 
said  that  the  agreements 
with  the  hanks  would  give 
us  "considerable  breathing 
space  on  the  balance  of  pay- 
ments for  the  next  few 
months”.  Trade  and  inter- 
bank lines  have  fallen  to 
about  S28bn  compared  to 
between  $40bo  and  $SGbn  in 
the  middle  of  last  year. 

International  creditor 
banks  verbally  agreed  to 
maintain  credit  lines  at 
existing  levels  last  Novem- 


ber. but  eventually  reduced 
their  exposures  as  a result  of 
ynp  tinning  financial  instabil- 
ity. Brazilian  government 
representatives  were  due  to 
meet  Japanese  hanks  today, 
following  meetings  last  week 
in  New  York,  London, 
Frankftu*  and  Paris. 

As  part  of  the  agreement 
with  the  banks,  the  Brazilian 
authorities  have  established 
a system  to  monitor  bank 
transactions.  Speaking  in 
London  on  Friday.  Arminio 
Fraga.  the  governor  or  the 
central  bank,  said  the  Brazil- 
ian authorities  would  dis- 
close aggregate  interbank 
and  trade  lines. 

Mr  Fraga  declined  to  com- 
ment on  individual  bank 
exposure,  but  said  the  recep- 
tion had  been  positive.  “The 
commitments  are  firm,  but 
we  have  to  deliver  on  our 
side.  Providing  we  do  what 
we  have  to  do  on  our  side, 
the  hanks  will  be  there.  If  we 
deliver,  everything  will  be 
fine.”' 


By  flfchard  Lapper 


Fresh  funds  coold.  awn 
available,  for  Latin  Ameri^atf 
power.-  energy-  and  read  prp^ 
jects  held  up  since  last  year 
because  of  the  finandaTcrt- •- 
sis  in  emerging  markets.  _ 
Darby  Overseas  ] r Invest--: 
menls;  a Washington-based- 
eompany  set  up  br  KRcfioiisr. 
Brady,  the  former  US  .Trea- 
sury . secretary,  saW  :th£? 
weekend  that  it  was  efeset  to  " 
making  the  first  investments, 
from  a $500m  mezzajnjne_. .. 
infrastructure  bind. 

“We’ll  be  open  for  business 
pretty  soon.”  saidvRlchajxf 
Frank,  managing  partner  aL-  - 
Darby,  who  said  mhre.&an 
S200m  had  been  raired'sd-fiar-  - 
for  the  Fund,  _origaiadJy'.  . 
launched  in  laST^t' was^aS  - 
started  when  Urn  iweGtfie?:s- 
was  hprtpr^  sald  Mr  Fnmk^^- 
-Now  it's  roughi  itfe4aB  tfe^ 
more  important  that'ffiei'e’- 


are  fresh  sources^df^^deW  ^ 
finance."  •*’«;  - • 


Brazil  credit  lines  returning, 
Page  20 


The  Andean  peviel^pmHit/; 
Corporation,  a Caracafrbased 
financing  institntionl’yestexr. 
day  announced  the  qunmtt- 
ment  of  $25m  in  equity  hnd  a 


Recovery  in  capital 
flows  seen  this  year 


B,  Richart  Upper laft,  Amato 


Expansionary  monetary 
policies  and  low  interest 
rates  in  Europe.  North 
America  and  Japan  should 
prompt  a recovers-  this  year 
of  capital  flows  to  Latin 
America  and  other  emerging 
markets,  according  to  the 
annual  report  of  the  Inter- 
American  Development 
Bank,  published  today. 

The  report,  however, 
warns  that  “the  possibility 
of  new  eruptions  of  instabil- 
ity cannot  be  dismissed"  and 
says  that  reduced  world  eco- 
nomic growth  and  depressed 
commodity  prices  will  “pose 
a major  challenge  to  several 
countries  of  the  region  if 
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same  figure  as  in  1997.  Only- 
two  countries  - Jamaica  and 
Guyana  - contracted  in  1998. 


Brazil.  Colombia.  Ecuador 
and  Mexico.  Privatisation 
continued,  although  at  a 


credit  facility  for ^a  amfiar 
amount.  Last  December  , the  .. . 
Inter-American  Dev@bpmenf  • 
Bank  (IADB)  finalised  a 12- 
year.  $75m  loan,  whflE  ear- 
lier last  year  Banco  Bilbao^  - 
Vizcaya  of  Spain  add  Dresd:  . - 
ner  Klein  wort  Benson  ' 
European  investment  hank,', 
each  committed  :SZ5ni  in  . • 
equity.  A separate  European ' J - 
financial  institution  is  expec-' 
ted  . to  approve  a farther  . 
$50m  commitment  to  the 
fund  soon.  \ : 

“We've  received  reqae^s 
from  over  50  potential.  eH-r- ' 
ents  and  19  projects  have  - 
been  advanced  to  the  due  - 
diligence  stage,'*,  said  Jdr 
Prank.  Many  project  devd- 
opers  and  companies  had  - 
been  caught  in  a “difficult  -i- 
-position"  because  their 
sources  of  finance  had  dried 
up  in  the  wake  of  debt 
default  in  Russia  last 
August,  and  because  of  the 
sharp  rise  in  yields  on 
emerging  market  debt. 

Darby  aims  to  ^provide 
mezzanine-  finance  - junior 


macro-economic  stability  is  t The  report  tHghligbts„the: 


to  be  preserved"! 

Latin  American  economic 
growth  slowed  to  an  average 
of  2.5  per  cent  in  1996,  from  5 
per  cent  in  1997.  and  is 
widely  expected  to  contract 
further  this  year,  mainly  as 
a result  of  recession  in  Bra- 
zil. The  IADB  report  says 
that  in  spite  of  the  slow- 
down, Latin  America  has 
maintained  a “firm  commit- 
ment to  macroeconomic  sta- 
bility". Across  the  region  fis- 
cal deficits  rose  by  the 
equivalent  of  08  per  cent  of 
gross  domestic  product  and 
large  exchange  rate  depreci- 
ations were  avoided.  Infla- 
tion averaged  only  10  per 
cent  over  the  region,  the 


resilience  of  commitments  to 
structural  reforms  in  the 
region  in  the  face  of  last 
year's  financial  crisis.  “The 
response  to  crisis  has ..:  en- 
tailed a deepening  of  reforms 
in  order  to  improve  market 


more  moderate  pace  than 4a-, -4ebt  -which  offers,  a.  higher 
previous  years.  Labour  anS^retern  than  conventional 


pensions  reforms  have  also  “bonds  or  loans - to  up  to 


remained  high  on  the 
agenda  of  a number  of  coun- 
tries. 

However,  GDP  per  head 
rose  by  less  than  1 per  cent. 


functioning  and  modernise  . and  when  measured  as  a per- 
the  state  apparatus,"  it  says,  centage  of  GDP  per  head  in 


Governments  maintained  a 
commitment  to  economic 
integration,  leaving  tariff 
rates  unchanged  except  for 
minor  adjustments,  and 
increased  their  efforts  to 
strengthen  financial  supervi- 
sion and  regulation.  Tax 
reforms,  aimed  at  buttress- 
ing weak  fiscal  positions  and 
eliminating  inefficiencies, 
were  initiated  in  Argentina, 


the  OECD  countries  fell  from 
15.4  to  15.2  per  cent.  The 
region’s  total  external 
indebtedness  grew  by  9.7  per. 
cent  to  $696.5bn,  even 
though  direct  foreign  invest- 
ment accounted  for  more 
than  half  of  private  capital 
Cows  into  the  region.  After 
increasing  by  $26.98bn  in 
1996  and  $15.57bn  in  1997. 
reserves  fell  by  Jl8.96bn. 


projects.  Although  more 
equity  finance  is  available 
through  funds  such  as  the 
Scudder  Power  Fund,  the 
AIG  GE  Capital  Fund  and 
the  Caribbean  Power  Fund, 
debt  finance  is  also  required 
because  of  the  long-term 
character  of  infrastructure 
projects.  ■’  , 

Separately.  Darby  is 
increasing  Us  commitment  ^ 
to  medium-sized  Latin  Amer-  >* 
lean  companies  with  the 
launch  of  a $400m  invest- 
ment fund.  Its  first  such 
fund  launched  in  1994  has 
invested  $135m  in  ll  compa- 
nies. including  two  banks. 


f jj-T*..'1  - 


z.  f 

• 'T.y  i-i 


US  steel  industry’s  campaign  for  quotas 
strikes  a chord  among  the  electorate 


Last  year,  nobody  thought  the  imports  bill  stood  a chance  in  the 
House.  Now  odds  are  on  passage.  Nancy  Dunne  explains  why 


A vote  this  week  in  the  US 
House  of  Representa- 
tives on  the  imposition 
of  quotas  on  imports  of  for- 
eign steel  will  be  the  climax 
to  a seven -month  industry- 
union  campaign  to  “stand 
up"  for  US  steel. 

The  drive  was  launched 
last  September  at  a cost  of 
$3m-$4m,  when  imports  were 
pouring  into  the  country. 
The  deluge  of  imports  left 
the  port  of  ’New  Orleans 
unprepared  to  store  it  and 
hot-rolled  steel  piled  up  in 
parking  lots  after  warehouse 
space  proved  insufficient 
“No  one  expected  then 
that  quotas  had  a chance  to 
pass  the  House,"  said  Don 
i Marshall,  spokesman  for 
i Senator  Jay  Rockefeller, 

; West  Virginia  Democrat. 
Now  the  odds  are  for  pas- 
I sage  and,  given  the  momen- 
i turn,  the  bill’s  backers 
believe  it  even  has  a chance 
in  the  Senate  despite  the 
threat  of  a presidential  veto. 

Polls  show  the  campaign, 
with  its  snappy  "stand  up 
for  steel"  slogan,  has  won 
broad  support  among  an 
electorate  which,  despite  the 
healthy  economy,  is  still 
made  insecure  by  waves  of 
job  losses. 

In  Congress,  the  legisla- 
tion has  bipartisan  backing 
- over  200  out  of  435  House 
members  have  signed  up  and 
15  out  of  100  senators.  The 
support  among  Democrats  is 
not  remarkable,  particularly 
alter  the  help  they  received 
from  the  labour  movement 
in  the  last  election. 


But  it  is  also  coming  from 
“main  street  Republicans”, 
said  BUI  Klinefelter  of  the 
US  Steelworkers  union. 
“These  guys  go  home  and 
take  the  pulse  of  their  com- 
munities. Polls  show  that 
people  think  trade  agree- 
ments are  not  working  for 
them." 

Even  if  the  legislation  does 
not  get  through  the  Senate, 
its  backers  believe  It  will 
give  them  leverage  to 
demand  other  assistance  for 
steel  - a change  in  law  to 


Meanwhile,  campaigners 
drafted  in  supporters  from 
all  sides  of  the  political  spec- 
trum - ranging  from  Pat 
Buchanan,  the  nationalist 
presidential  candidate,  to 
former  Congressman  Sam 
Gibbons,  a free  trade  advo- 
cate. 

To  create  a sense  of 
urgency,  steelworkers,  some- 
times with  their  allies  in  the 
motor  and  mechanics 
unions,  staged  rallies  in  48 
US  cities. 

Three  big  assemblies  in 


'Polls  show  that  people  think  trade 
agreements  are  not  working  for  them’ 


make  it  easier  for  the  indus- 
try to  win  protection  against 
import  surges  or  a steel  lic- 
ensing regime. 

The  "stand  up  for  steel" 
campaign  was  designed  and 
co-ordinated  almost  like  a 
political  campaign,  said 
Michael  Petruzzeto,  US  chief 
executive  of  Shandwick 
International,  a British  pub- 
lic relations  company. 

Television  and  print  adver- 
tising spots  informed 
Americans  there  was  a cri- 
sis. A second  wave  of  public- 
ity called  on  the  White 
House  to  act.  Although  the 
White  House  resisted  calls 
for  quotas,  it  did  agree  to 
speed  up  antidumping  inves- 
tigations against  Japan.  Bra- 
zil and  Russia  and,  after  pre- 
liminary study,  found  all 
three  guilty  of  dumping. 


Washington  sent  thousands 
or  workers  to  Capitol  Hill  to 
lobby  their  congressmen. 
The  message  was  the  same: 
the  steel  industry  would  be 

the  first  industrial  domino  to 

fall,  if  the  US  lost  Us  steel 
industry,  what  would  be 
next? 

“We  had  to  break  through 
a clutter  of  other  issues." 
said  Mr  Petruzzelo.  "The  day 
we  announced  our  [industry- 
union]  coalition,  Starr  deliv- 
ered his  report  to  Congress." 

Against  this  tide,  free  trad- 
ers have  had  difficulty  mak- 
ing a case  against  quotas. 
Daniel  Griswold  of  Cato 
Institute,  a libertarian  think 
tank,  argued  before  the 
House  trade  subcommittee 
that  the  viability  of  the 
domestic  industry  was  not 
threatened  by  the  increase 


in  imports.  Imports  of  steel 
peaked  in  the  autumn  of 
1998  and  had  been  declining 
since,  be  said. 

The  US  industry  bad 
recorded  Us  second  highest 
level  of  production  in  the 
last  two  decades  last  year, 
he  said.  Eleven  out  of  the 
top  12  companies  made  oper- 
ating profits  for  the  year,  as 
did  nine  out  of  13  in  the  final 
quarter. 

“The  big  steel  companies 
and  their  unions  point  to  the 
10,000  jobs  that  have  been 
lost  in  the  industry  In  the 
last  year,  but  that  number. . . 
[is]  relatively  small  when 
compared  to  the  2.5m  net 
new  jobs  created  in  the 
whole  US  economy  in  1998," 
he  said. 

But  in  a glossy  pack 
handed  out  to  journalists, 
the  steelworkers  respond 
with  colour  charts  showing 
“deeply  depressed”  levels  of 
capacity  utilisation, 
“imports  from  key  Asian 
countries  dramatically  above 
pre-crisis  levels",  and  the 
import  share  of  the  market  — 
25-2  per  cent  in  January  - 
Still  above  the  23A  per  cent 
and  23.3  per  cent  shares  in 
1997  and  1996  respectively. 

The  robustness  of  the  US 
economy  did  not  hurt  the 
campaign,  said  Mr  Marshall. 
“The  crisis  stood  out  in  con- 
trast to  the  rest  of  the  econ- 
omy." Nor  does  the  conten- 
tion that  quotas  would  be 
“illegal"  in  thB  World  Trade 
Organisation. 

"The  only  legality  I recog- 
nise are  US  laws.  No  extra- 
territorial body  will  tell  us 
what  to  do."  said  Mr  Kline- 
felter. 
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http:  / /www.  tdk-europe.com 


It’s  impossible  to  hang  Puccini’s  Manon  Lescaut  on 
a wall.  Or  place  Tchaikovsky’s  Swan  Lake  on  a 
plinth.  But  they  are  as  important  in  their  own  way 
as  Da  Vinci’s  Mona  Lisa  or  Michelangelo's  David. 
Which  is  why  La  Scala  Opera  House  in  Milan  and 
The  Bolshoi  Theatre  in  Moscow  have  entrusted 
TDK,  the  world's  leading  manufacturer  of 
electronic  components  and  recording  media, 
to  archive  their  entire,  priceless  back  catalogue 
of  performances  to  recordable  CD. 

If  La  Scala  and  The  Bolshoi  trust  TDK  to  look  after 
their  treasures,  shouldn’t  you? 

COME  AND  VISIT  US  AT  CeBIT  - 
HALL  12,  STAND  C:36. 


&TDK. 
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This  pjuuninemeni  u neither  an  offer  to  exchange  nor  a solicitation  of  an  afftr  to  bay  securities.  The  Exchange  Offer  is  made  sold?  by 
the  Offering  Circular  Supplement  dated  March  10.  1999.  The  offer  of  the  securities  contemplated  in  the  Exchange  Offer 
is  not  required  to  be  registered  under  the  Securities  Act  of  J933.  as  amended,  and  accordingly,  the 
offer  of  such  securities  has  not  beat  registered  with  the  Securities  and  ^change  Commission. 


S FannieMae 


Notice  of  Offer  to  Exchange 
any  and  all  of  the 

U.S . $15,060,700,000 
Medium-Term  Notes,  Debentures  and 
Global  Debt  Facility  Debentures  Listed  Below 

for 

Fannie  Mae  5125%  Benchmark  Notes™*  due  February  13,  2004 


THE  EXCHANGE  OFFER  AND  WITHDRAWAL  RIGHTS  WILL  EXPIRE  AT  5:00  PJML, 
NEW  YORK  CITY  TIME,  ON  THURSDAY,  MARCH  18,  1999,  UNLESS  EARLIER 
TERMINATED  OR  EXTENDED  BY  FANNIE  MAE  (THE  “EXPIRATION  TIME”). 


The  Federal  National  Uort^ip  Association,  a federally  chartered  and  itadhoHorewns!  corporation  organized  and  erirtbg  under  the 
Federal  National  Mortgage  Association  Charter  Act.  12  U.S.C.  § 1716  el  xeq.  (“Fannie  Mae").  ® offering  to  exchange  (the  “Exchange  Offer'")  Ob 


i and  subject  l_  _ 

Offering  Circular  dated  December  21, 1998  and  the  accompanying  Letter  of  TVanamittaL 

A holder  T-fa-^ginp  Exchange  Securities  pursuant  to  the  Exchange  Offer  will  recehre,  for  each  U-SlSLOOO  principal  amount  of  Fjwhangr 
Securities  exchanged.  New  Securities  with  a principal  amount  equal  to  U AS 1. 000  multiplied  by  the  applicable  'Exchange  Security  Reference 
Price"  divided  by  the  "New  Security  Offering  Price"  'each  as  defined  in  the  Supplement',  as  determined  at  or  about  11*00  urn.  New  York  (Sty 
tone  on  the  first  business  day  offer  the  Expiration  Tune.  The  ExchongB  Security  Reference  Price  for  each  issue  of  Bxrhnnffl  Securities  wiR  be 
based  on  the  yield  u>  maturity  implied  fay  the  New  Security  Offering  Price  phis  the  applicable  Fixed  Spread  (listed  below),  as  more  fully  described 
in  the  Supplement.  Tbt:  principal  amount  of  New  Securities  a Holder  will  return)  for  each  U.S.  J 1.000  principal  amount  of  Exchange  Securities 
■»rrt,<nng»i  in  tKp  •‘FVe'emp.  Haiti’  for  such  Exchange  Socuritiea.  The  Exchange  Ratio  will  be  rounded  in  tha  moaner  described  m che  Supplamm 

The  New  Securities  t6Bued  in  the  Exchange  Offer  will  hove  the  same  term  as,  and  form  a single  isane  with,  Che  UA$4  bQlion  aggregate 
principal  amount  of  Fannie  Mae's  5.125%  Benchmark  Notes  due  February  13, 2004,  initially  issued  cm  February  8,  1999.  The  New  Securities 
not  be  listed  oa  any  securities  exchange.  Fannie  Mae  will  issue  the  New  Securities  on  the  fifth  business  day  after  the  Expiration  Time  under  the 
Fannie  M"*  Global  Debt  Facility  in  book-entry  form  on  the  Fed  Book-Entry  System. 

The  New  Securities  will  accrue  interest  at  a rale  of  o.  125'?  per  annum.  Interest  will  accrue  bom  February  8, 1996. 

In  addition.  Fannie  Mae  is  offering  to  sell  New  Securities  for  Cash  Isucb  offering,  the  "Cash  Offering"). 

THE  new  securities,  together  with  interest  thereon,  ARE  not  guaranteed  by  the  united  states 
AND  DO  NOT  CONSTITUTE  A DEBT  OR  OBLIGATION  OF  THE  UNITED  STATES  OR  OF  ANY  AGENCY  OR 
INSTRUMENTALITY  THEREOF.  OTHER  THAN  FANNIE  MAE. 

Hie  Exchange  Offer  with  respect  to  each  issue  of  Exchange  Securities  ia  independent  of  the  Exchange  Offer  for  any  other 
issue  of  Exchange  Securities. 

The  Exchange  Offer  is  subject  to  certain  customary  conditions.  In  addition.  Fannie  Mae  wfll  exclude  ham  the  Exchange  Offer,  prior  to  tha 
fourth  business  day  offer  the  Expiration  Tune,  any  issue  of  Exchange  Securities  whose  exchange  for  New  Securities  Fannie  Mae  belims  would 
result  in  a ‘agnificant  modification'  of  the  Exchange  Securities  for  federal  income  tax  purposes. 

Fannie  Mw  will  pay  a soliciting  dealer  x foe.  in  certain  arctnostaaoes,  ia  an  amount  equal  to  U&S0.625  for  each  VSJtlfiOO  principal 
amount  of  any  Exchange  Securities  exchanged  pursuant  to  the  Exchnnp,  Offer.  This  soliciting  dealer’s  fee  wiD  cover  exchanged  Exchange 
Securities  owned  fay  Soliciting  Dealers  or  the  Dealer  Managers  as  well  ns  exchanged  Exchange  Securities  owned  by  others. 


EXCHANGE  SECURITIES  TABLE 


CUSIP  Number* 

Interest 

Rate 

Type  of 
Security 

Maturity 

Date 

Principal  Amount 
Outstanding 
(U.S.  $mm) 

Fixed 
Spread 
(in  basis 
points) 

3I364CQ92 

6.r wn 

MTN 

06/04/02 

100.00 

(IL0> 

31364FGZ8 

6 00 OTr 

MTN 

06/28/02 

60.00 

110.4) 

31364AZN5 

6 150-~r 

MTN 

07/01/02 

179.00 

(10.41 

31364BKU3 

6.09CF> 

MTN 

07/01/02 

23.10 

110.4) 

31364 C2C1 

6-4  ur< 

MTN 

07/08/02 

150.00 

110.2) 

31364C2M9 

6.220^ 

MTN 

07/15/02 

200.00 

410.0) 

31364C3B2 

6.230* 

MTN 

07/18/02 

200.00 

aaoi 

31364C3L0 

656 0G 

MTN 

07/22/02 

200.00 

■ 9.9) 

31364C3W6 

6JZ41Y7 

MTN 

07/29/02 

200.00 

l9.7i 

31364C4D7 

6.150TI 

MTN 

0&0&Q2 

125.00 

(9.6) 

31364C4R6 

6.220'i- 

MTN 

08/12/02 

100.00 

(9.4) 

31364C5J3 

6.300^ 

MTN 

08/19/02 

100.00 

(9.3) 

31364C6M5 

6.230-7 

MTN 

08/28/02 

100.00 

19.1) 

31364FCG4 

6.090r 

MTN 

09/30/02 

200.00 

(8-3) 

31364PCVI 

6.130* 

MTN 

10/07/02 

100.00 

(8-2) 

31364FCX7 

6.060'} 

MTN 

10/08/02 

250.00 

(8.1) 

31364FDF5 

5.900* 

MTN 

1Q/1G/02 

250.00 

18.1) 

31364FDR9 

b.950* 

MTN 

10/16/02 

200-00 

(7.9) 

31364FED9 

6.170* 

MTN 

10/21/02 

100.00 

17.8) 

31384FEM9 

S-lCKTr 

MTN 

10/21/02 

50.00 

47-81 

31384FEU1 

6.080^ 

MTN 

10/23/02 

125.00 

17.3) 

31364FFB2 

62210'* 

MTN 

10/28/02 

200.00 

17.7) 

31364CEH7 

6.830T 

MTN 

11/01/02 

50.00 

(7.6) 

31364FFQ9 

6.000T 

MTN 

11/04/02 

200.00 

17 £1 

31364FFW6 

5_S90rr 

MTN 

11/06/02 

300.00 

(7.5) 

3135865W5 

7.050G 

DEB 

11/12/02 

300.00 

(7.3) 

31364FGE5 

5.9iKr» 

MTN 

11/12/02 

200.00 

(7J) 

31364BNC0 

6.090^ 

MTN 

12/02/02 

400.00 

(6J») 

3L364BSQ4 

5.7305 

MTN 

02/06/03 

50.00 

(5.1/ 

31364AXY3 

6.000*< 

MTN 

03/11/03 

85.00 

(3.7) 

31364CDD7 

6.710^ 

MTN 

05/21/03 

200.00 

(2-0) 

31364AZT2 

6.050'S 

MTN 

06/30/03 

175.00 

(1.1) 

31364BKT6 

6.130TI 

MTN 

07/01/03 

23.10 

(LI) 

31359CAF2 

5.4507 

DEB 

10/10/03 

500.00 

L2 

31364CMBI 

6.840'S- 

MTN 

10/15/03 

sa  00 

L3 

31359CAK1 

5.800* 

DEB 

12/10/03 

766.00 

2.5 

31359CAP0 

6.851W- 

DEB 

04/06/04 

400.00 

2.7 

31364CC30 

6.970‘S 

MTN 

04/0S/W 

50.60 

2.7 

31364CM47 

6.740'? 

MTN 

05/13/04 

100.00 

3.2 

31364CQ43 

6.790'S 

MTN 

06/02/04 

100.00 

3.4 

31364 CW  38 

6.480'S 

MTN 

06/28/04 

200.00 

3.8 

31364AJH6 

8.625Q- 

MTN 

06/30AM 

25.00 

3.8 

3I359CAT2 

7.400* 

GLB 

07/01/04 

1500.00 

3.8 

31364C2Z0 

6.380‘S 

MTN 

07/19/04 

100.00 

4.1 

31364FCK5 

6.21  O'* 

MTN 

10/01/04 

150.00 

7.0 

31364C5A2 

6.3107 

MTN 

11/01/04 

60.00 

7.4 

31359CBG9 

7.S75* 

GLB 

02/24/05 

600.00 

8-9 

3I364BAL4 

7.490'S 

MTN 

<mm5 

75.00 

10.0 

31359CBH7 

7.660% 

DEB 

03/10/05 

400.00 

10.1 

3L364BAV2 

7.350% 

MTN 

03/2WK 

150.00 

10.3 

31364BBD1 

7.375% 

MTN 

03^8/05 

260.00 

103 

31364BCT5 

7.160% 

MTN 

06/11/05 

260.00 

ILfi 

31369CBN4 

6.350% 

DEB 

06/10/06 

400.00 

12.3 

31364BED8 

6.630% 

MTN 

06/2Q/05 

60.00 

12.4 

3L364BEK2 

6.440% 

MTN 

06/21/05 

150.00 

12.6 

31364AMT6 

8.900% 

MTN 

06/30/05 

10.00 

12.6 

31364BGVB 

6.730* 

MTN 

08/01/06 

16 0.00 

13.0 

31364BHY9 

6-850% 

MTN 

08/22/05 

160.00 

133 

3I364BJE1 

6.820% 

MTN 

08/23/05 

200.00 

133 

31364BJZ4 

6.770% 

MTN 

03/01/05 

100.00 

13.4 

31339CBU8 

6.660% 

GLB 

09/12/06 

500.00 

12.5 

3I364BLK4 

6.400%- 

MTN 

09/27/05 

200.00 

13.7 

31364BLY4 

6.540% 

MTN 

10/03/05 

200.00 

13.8 

3I364BQC7 

6. 1405 

MTN 

11/25/06 

100.00 

14.6 

31364BQW3 

5.940% 

MTN 

12/12/05 

200.00 

14.7 

31359CCD5 

6.875% 

GLB 

02/02/06 

L 000.00 

104 

31364BV56 

5.875% 

MTN 

02/14/06 

100.00 

15.6 

31364BWMB 

5.800% 

MTN 

02/22/06 

200.00 

15.7 

31364BYF1 

6.410% 

MTN 

03/08/06 

200.00 

15.9 

3I364BYP9 

6.220* 

MTN 

03,13/06 

200.00 

15.9 

31364BZX1 

6.625% 

MTN 

03/21/06 

150.00 

16.0 

~MT!>r  mama  Me*im-Tma  Niiw  uuned  lurid  tfv  Fannie  Mae  Madam-Tana  Note-FhaUtr-  "MB’  am  Debentures  load  te  Fume  Maa  athv 
man  under  the  Ftann-  Mar  Gk*ul  Debt  Faotejt  -GLB'  maa*  Dtfaaouita  tamed  wrier  Uw  Fannie  Mae  Octal  Dt*c  FXdfaly. 

FANNIE  MAE  MAKES  NO  RECOMMENDATION  THAT  HOLDERS  AND  BENEFICIAL  OWNERS  TENDER  EXCHANGE  SECURITIES 
FOR  EXCHANGE  OR  PURCHASE  NEW  SECURITIES  OR  REFRAIN  FROM  DOING  SO  PURSUANT  TO  THE  SUPPLEMENT.  THE 
LETTER  OF  TRANSMITTAL,  THE  OFFERING  CIRCULAR,  THE  PRICING  SUPPLEMENTS  OR  ANY  OTHER  SUPPLEMENT  OR 
AMENDMENT,  AND  NO  ONE  HAS  BEEN  AUTHORIZED  BY  FANNIE  MAE  TO  MAKE  ANY  SUCH  RECOMMENDATION.  HOLDERS  AND 
BENEFICIAL  OWNERS  MUST  MAKE  THEIR  OWN  DECISION  AS  TO  WHETHER  TO  TENDER  EXCHANGE  SECURITIES  FOR 
EXCHANGE  OR  PURCHASE  NEW  SECURITIES  IN  THE  CASH  OFFERING  AND,  IF  SO,  THE  PRINCIPAL  AMOUNT  OF  EXCHANGE 
SECURITIES  TO  TENDER  OB  THE  AMOUNT  OF  NEW  SECURITIES  TO  PURCHASE  IN  THE  CASH  OFFERING. 

Tendered  Exchange  Securities  must  be  do  live  rod  through  the  Fed  Book-Entry  Syutian  to  The  Goldman  Sacha  Trust  firm  pa  ny  os  wdump 
agent,  by  noon  on  tho  bufdnwa  day  prior  to  the  Settlement  Date.  The  Settlement  Date  in  respect  of  any  Exchange  Securities  validly  tendered  and 
accepted  pursuant  to  the  Exchange  Offer,  upon  the  terms  and  subject  to  the  conditions  of  the  Exchange  Offer,  will  be  the  fifth  bosmecs  day 
foBowing  the  Expiration  Time.  The  terms  of  the  Exchange  Offer  are  more  fully  described  in  the  Supplement 

THE  SUPPLEMENT.  THE  LETTER  OF  TRANSMITTAL,  THE  OFFERING  CIRCULAR.  THE  PRICING  SUPPLEMENTS  OR 
^2I9[^S5SUPPL5HENT  OR  AMENDMENT  IS  NOT  AN  OFFER  TO  SELL  OR  BUY  ORA  SOLICITATION  OP  AN  OFFER  TO 
BUY  OR  SELL  ANY  SECURITIES  OTHER  THAN  THE  NEW  SECURITIES  OR  EXCHANGE  SECURITIES  OR  AN  OFFER  TO 
SELLORBUY  ora  SOLICITATION  OF  AN  OFFER  TO  BUY  OR  SELL  NEW  SECURITIES  OR  EXCHANGE  SECURITIES  IN 
ANY  JURISDICTION  OR  IN  ANY  OTHER  CIRCUMSTANCE  KV  WHICH  SUCH  AN  OFFER  OR  SOLICITATION  IS  UNLAWFUL 
OR  NOT  AUTHORIZED. 

^PLBMyr.  INCLUDING  THE  LETTER  OF  TRANSMITTAL,  CONTAINS  IMPORTANT  INFORMATION  THAT 
SHOULD  BE  READ  BEFORE  ANY  DECISIONS  ARE  MADE  WITH  RESPECT  TO  THE  EXCHANGE  OFFER. 

Holders'  ofanvireue  of  Exchange  Securities  may  from  thne  to  time  obtain  quotes  of  the  then  current  yield  to  maturity  of  the  New  Securities 
by  am  lading  their  Goldman,  bade  & Go.  soles  representative  or  their  Soliciting  Dealer.  In  «ArHHnn  information  rqpmiing  the  Exchange  Offer 
will  be  available  from  the  MCM  “CORPORATEWATCH"  Service  oa  Telerate  pages  64ieb«il68  and  Bloomberg  pages  MCM  7885-7883.  The 
yield  to  maturity  or  the  New  Securities  on  any  trading  day  may  aim  be  found  in  The  Wall  Street  Journal  and  The  New  York  Times.  In  additim, 
Holders  of  tho  Exchange  Securities  may  obtain  answers  to  questions  regarding  completion  of  the  Letter  of  Transmittal  and  nAtitinrm)  copies  of 
ir*  Offer  materials  by  contacting  D_F  Eng  Sc.  Co..  Ine,  tho  Information  Agent,  at  the  address  or  telephone  number  listed  below  or  at 

Fannie  Mor  a World  Wldu  Web  site  at  httpv/www.fnnniemae.oom. 


* "Benchmark  Notes*  is  a ax-vice  mark  of  Funme  Her. 


The  Dealer  Managers  for  the  Exchange  Offer  are: 

Goldman,  Sachs  & Co. 


85  Broad  Street,  29th  Floor 
New  York,  New  York  10004 
Telephone:  (00-1-HS77)  510-9071  (toll-free) 
Overseas  teL:  (00-1-M2121 357-1391  (collect) 


The  Information  Agent  for  the  Exchange  Offer  is: 

D.  F.  King  & Co.,  Inc. 


77  Water  Street 
New  York.  New  York  10005 
100- 1-H.  212  ) 269-6550 
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Infiltration 


crime 


By  Andrew  Bdger, 
Insurance  Correspondent 


Lloyd’s  last  night  said 
attempts  by  US  crime  syndi- 
cates to  infiltrate  the  Lon- 
don-based international 
insurance  market  had  been 
foiled,  following  one  of  the 
UK’s  biggest  financial  fraud 
inquiries  in  recent  yeans. 

Several  British  broken’ 
firms  have  been  raided  in  an 
Anglo-American  investiga- 
tion into  an  alleged 
multi-million  pound  swindle 
involving  organised  crime 
and  a number  of  reinsurance 
companies,  some  registered 
offshore  in  the  Caribbean. 

David  Gittings,  Lloyd’s 
director  of  regulation,  said: 
“There  is  no  evidence  that 
American  crime  syndicates 
have  infiltrated  the  market: 
indeed  the  timely  action  by 


authorities  in  the  US  and  UK 
and  ourselves  has  prevented 
this  happening.  It  is  not 
anticipated  there  will  be  any 
tosses  sustained  [by  Lloyd's] 
arising  from  this  fraud, 
which  has  been  stopped  at 
an  early  stage." 

The  fraud  is  thought  to 
involve  bogus  US  insurance 
companies  that  offer  to 
cover  aviation  and  shipping 
companies  and  Third  World 
governments  against  losses 
from  natural  disasters,  air 
crashes  and  shipwrecks. 

Police  are  investigating 
rfaim<  that  the  fake  compa- 
nies rent  property  and  other 
assets  from  legitimate  com- 
panies in  order  to  give  the 
appearance  they  have  the 
resources  to  pay  off 
mufti-million  pound  claims. 
Premiums  are  collected,  but 
when  a large  claim  surfaces. 


the  "bogus  company  iff  liqui- 
dated, leaving-  the  client 
unprotected. 

Detective-Superintendent 
Ken  Farrow,  head  of  the  City 
of  London  fraud  squad,  said: 
“Over  the  past  10  years  there 
have  been  several-instances 
of  major  catastrophes,  where 
claims  have  not  been  fully 
settled  because^  the=  rented 
assets  could  not  be /used  to 
cover  claims.”  - 

No  charges  have  been 
brought  as  s' result  of  inqui- 
ries led  by  50  detectives  from 
the  City  fraud  squad  involv- 
ing officers  from  file  Kent, 
Norfolk  and  Suffolk  forces! 
They  have  studied  thou- 
sands of  documents  at 
Lloyd’s.  The  raids  were  the 
culmination  of  a four-month 
investigation. . Operation 
Chain,  involving  the  US 
Internal  Revenue  Service. 


City  of  Lonflon.  pMfeff-.ahd 
regulators  at  LtoytTs  and  the 
Financial  Services  Author- 
ity.. 

-Lloyd's  said:  "We'  beueve 
that  it  is  the . false  use  of 
Lloyd's  security  _as  : :RU 

- insurer  which  is  bein&faves- 
tigated.  It  is  npp^ehtly  a 
third-party-  fronting epara- 

- tkm.  Jt  is  the  jicQfcyhoJdras 
who-  would  have"  suffered  ; 
any  losses.  '■  •... 

“As  far  as  we'  aSre^  rori- 
Jcerned,  no.  Lloyd’s- uhia>  - 
writers  are  in’ ; IhSfe-7fdr 
charges;  but  untfl 
fraud  squad  actually  makes 
charges  and  lays-  evidence, 
we  don’t  know." -.l> ' 

' Neither  UoydVnoL-the 
City  police  would  $ussrtifir- 

- the  scale  of  .th^- 'possible 
-fraud,  which  . one.  report 
suggest  ed-could/ixceed 

Eioom  ($i.6im>.V; 1 \-Yv. 


Ramblers  step  out  on  new 
path  to  rural  controversy 


Proposals  to  expand  the  ‘right  to  roam’ 
please  walkers  but  anger  farmers  and 
landowners,  says  Deborah  Hargreaves 


w: 


aiding  in  the  country- 
side for  leisure  is  a 
great  British  pastime 
which  y***  the  inhabitants 
of  towns  fleeing  at  weekends 
to  march  along  the  footpaths 
of  rural  England.  Many  lei- 
sure tracks  through  woods 
and  fields  are  open  to  the 
public  today  because  they 
were  established  as  local 
communication  routes  for 
farmers  and  villagers  centu- 
ries ago. 

But  farmers  and  landown- 
ers do  not  always  relish  the 
prospect  of  ramblers  tramp- 
ing their  pastures  and  have 
responded  angrily  to  govern- 
ment proposals  that  would 
extend  the  right  to  roam 
over  an  additional  1.2m  hect- 
ares of  countryside  in 
England  and  Wales.  Scotland 
has  separate  access  laws. 

“There  is  no  right  as  yet 
these  are  just  proposals.  But 
we're  worried  people  will 
think  they  can  now  go  where 
they  like,"  said  the  Country 
Landowners  Association, 
which  represents  farmers 
and  owners  of  country 
estates  including  the  aristo- 
cratic proprietors  of  some  of 
the  nation's  finest  land- 
scapes. 

“Fanners  in  Cumbria 
[north-west  England]  and 
Wales  are  particularly  vul- 
nerable because  lambing  has 
started,”  an  official  said. 

Ramblers'  groups  have 
been  pushing  for  wider 
access  to  the  countryside  for 
many  years.  Walkers  are 
currently  entitled  to  roam 
across  nearly  2m  hectares  of 
national  parks  that  were  cre- 
ated in  1949  for  environmen- 
tal and  recreational  pur- 
poses. The  parks  are 
generally  areas  of  outstand- 
ing natural  beauty,  hut  can 
include  towns  and  villages. 
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Green  and  pleasant  Janet  sat  for 
a battle  over  access 


Planning  roles  in  these  areas 
are  very  strict  and  develop- 
ment is  kept  to  a minimum. 

In  addition,  there  are 
310,000km  of  footpaths,  often 
across  land  owned  by  the 
National  Trust,  the  100-year- 
old  charity  dedicated  to  pres- 
erving Britain’s  landscape 
and  heritage. 

For  example,  the  National 
Trust  maintains  the  coastal 
footpath  that  runs  round 


most  of  the  country. 

Footpaths  are  often  his- 
toric rights  of  way  and  need 
to  have  been  in  use  for  at 
least  20  years  to  be  sacro- 
sanct. Some  landowners 
open  up  paths  on  their  land 
voluntarily  or  agree  on 
access  to  their  fields,  but 
others  object  to  paths  going 
across  their  land. . 

The  Ramblers  Association, 
a walkers’  pressure  group, 
recently  took  one  wealthy 
estate  owner  to  court  for 
blocking  a footpath  with 
metal  barriers  and  barbed 
wire. 

“Almost  a quarter  of 
Britain's  priceless  network 
of  rights  of  way  are  blocked 
or  impassable  at  the 
moment,"  the  association 
says. 

The  new  proposals  would 
open  up  areas  of  wild  coun- 
tryside to  walkers.  The  1.2m. 
hectares  proposed  consists  of 
land  classed  as  mountain, 
moor,  heath  and  downland 
covering  8 per  cent  of 
England  and  Wales. 

The  proposals  also  include 
common  - land,  wJjjcb  is 
enshrined  in  ancient  stat- 
utes and  covers  3 per  cent  of 
England  and  8 per  cent  of 
Wales. 

Ramblers  would  not  be 
allowed  access  to  private 
gardens,  golf  courses,  land 
under  development,  railways 
or  cultivated  land  - even 
when  H is  ploughed  up  in 
winter.  Landowners  would 
also  be  able  to  close  tbeir 
Iand  for  up  to  28  days  a year. 

The  government  says  the 
land  to  be  opened  would 
have  to  be  mapped  first  and 
local  agreements  put  in 
place.  Ramblers  fear  this 
could  take  too  long. 

“We  are  very  pleased  with 
the  principle  of  . opening  up 
this  land,  but  concerned 
about  the  timescale  for 
implementing  it,”  says  Nicky 
Warden  of  the  ramblers' 
group- 


BMW  may 
build  new 


Rover  plant 
in  $2.7bn 
investment 


By  John  Griffiths 
to  London 


Clinton  and  Adams  to  meet 
on  N Ireland  arms  deadlock 


BMW  has  plans  , to  build  a 
new  plant  for  its' Rover  sub- 
sidiary at  Longbridge  in  the 
English  Midlands  as  part  of 
a £L7bn  ($2.7bn)  investment 
that  would  draw  a line  under 
the  UK  car  plain's  troubled 
30-year  history. 

The  go-ahead  to  scrap  the  H 
old  plant  and  rebuild  on  the  ^ 
site  depends  on  a decision 
expected  from  the  German 
carmaker  lata1  this  month  to 
produce  a new  family  of 
medium-sized  care  at  Long- 
bridge  to  replace Rover's  JJCO 
and  400  models!  ' ; '<< 

’ In  the  biggest  single 
investment  ever  considered 
for  Longbridge,  ail  existing 
assembly  halls,  car  body  pro- 
duction, paint  and  other 
facilities  would  be  replaced 
with  new  buildings  and  new, 
mainly  German-supplied, 
manufacturing,  and  process 
equipment.  This  would 
include  the  multi-million 
pound  body-framing  and 
welding  stations  that  now  lie 
at  the  heart  of  achieving 
high  vehicle  quality. 

The  £1.7bn  investment 
would  include  model  devel- 
opment and  will  be  depen- 
dent on  the  UK  government 
confirming  it  is  prepared  to 
provide  £200m  of  that  sum  in 
aid  to  the  project 
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Companies  such  as  ABB,j£. 


By  John  Murray  Brown 
in  Dublin  and  Gautam  MaBcani 
in  Washington 


Gerry  Adams,  the  Sinn  F6in 
president,  has  been  called  to 
a hastily  arranged  breakfast 
meeting  with  President  Bill 
Clinton,  as  the  US  adminis- 
tration signalled  a growing 
involvement  in  brokering  an 
end  to  file  dispute  threaten- 
ing Northern  Ireland's  Good 
Friday  peace  agreement 
Mr  Adams  has  been  forced 
to  pull  out  of  a St  Patrick's 
Day  event  In  Georgia  to 
meet  with  Mr  Clinton  on 
Wednesday  ahead  of  the 
niain  White  House  reception 
for  unionist  and  nationalist 
politicians.  The  move  has 


added  to  speculation  that  Mr 
Clinton  may  use  Wednes- 
day's St  Patrick’s  Day  recep- 
tion to  press  Sinn  F6in  to 
make  a gesture  on  arms  to 
allow  progress  to  be  made  on 
implementing  the  peace 
accord. 

This  week’s  events  have 
taken  on  an  added  impor- 
tance with  the  UK  govern- 
ment’s decision  to  postpone 
the  devolution  of  powers  to 
the  new  power-sharing 
assembly  until  the  week 
beginning  March  29. 

Sinn  F6in  took  an  adver- 
tisement in  The  New  York 
Times  last  week  to  castigate 
David  Trimble,  his  Ulster 
Unionist  opponent  and  the 
province's  first  minister  for 


"pushing  the  peace  process 
to  the  brink”. 

Mr  Trimble  In  turn  used 
The  Washington  Post  to 
launch  a counter  blast 
against  Sinn  F&in. 

Mo  Mowlam,  the  Northern 
Ireland  secretary  - writing 
in  yesterday’s  Independent 
on  Sunday  newspaper  - said 
the  Washington  meetings 
could  “serve  to  lessen  their 
distrust  in  each  other  and 
help  build  the  confidence 
necessary  to  work  together”. 

Mr  Trimble  said:  “Most  of 
us  will  be  in  Washington 
next  week  and  there  may  be 
some  useful  meetings  with 
tbe  US  administration.” 


Editorial  Comment,  Page  IS 


Siemens  and  other  big  Ger 
man-based  suppliers  stand  to 
be  the  beneficiaries  of  a pro- 
duction revolution  at  Long- 
bridge. It  stems  from  BMW’s 
determination  to  stamp  out 
the  perception  , of  poor  pro- 
ductivity and  possibly  ques- 
tionable quality. 

Rover  executives  were 
reluctant  to  talk  about 
details  of  the  project  at  the 
weekend,  fearful  that  some- 
thing may  yet  go;  wrong  to 
dissuade  a meeting  of 
BMW’s  supervisory  board  on 
Thursday  from  giving  final 
. approval  to  Longbridge,  near 
Birmingham,  as  the  site  for 
the  project. 

“But  provided  we  get  it, 
we’ll  be  in  a position  that’s 
just  not  happened  at  Rover, 
or  BL  or  British  Leyland  for 
more  years  than  anyone  can 
remember.”  said  one  person 
close  to  the  project.  “In  the 
past  there’s  been  money  for 
a new  car,  or  some  new  facil- 
ities, but  never,  ever  at  the 
same  time.” 

A similar  approach  has 
been  employed,  at  a cost  of 
0m.  to  bring  the  new 
Rover  75  into  production  at 
Rover's  Cowley  plant  near 
Oxford.  The  Cowley  project 
is  much  smaller,  however, 
with  envisaged  output  of 
150,000-200,000  cars  a year 
compared  with  up  to  500,000 
for  the  new  models  at  Long- 
bridge. 


Parties  clash  on  Scottish  tax  plan 


By  Brian  &own 
In  BBoburgh 


The  war  of  “Scotland’s 
penny”  was  under  way  with 
a vengeance  yesterday  as 
party  leaders  traded  accusa- 
tions over  tbe  Scottish 
National  party's  proposal  to 
spurn  chancellor  of  the 
Exchequer  Gordon  Brown’s. 
Ip  income  tax  cut  and  spend 
the  money  on  health,  educa- 
tion and  housing. 

The  pro-independence  SNP 
seized  on  an  admission  by 
Donald  Dewar,  the  Scottish 
secretary,  that  he  would  be 
prepared  to  use  the  Scottish 
parliament’s  tax  power  “at 


the  right  time  and  when  it  is 
necessary". 

But  an  opinion  poll  taken 
after  last  week's  Budget,  and 
published  yesterday,  showed 
the  SNP  trailing  Labour  by 
15  points  - a gap  the  party 
must  close  if  it  Is  to  stop 
labour  coming  out  on  top  in 
the  first  election  to  the  Scot- 
tish parliament  on  May  6. 

AH  sides  see  the  SNP’s 
high-risk  decision  to  Invoke 
the  parliament's  power  to 
vary  the  basic  rate  by  up  to 
3p  as  the  defining  moment  in 
the  election,  although  formal 
campaigning  has  ypi  to 
start. 

The  SNP  s plan  to  keep  the 


basic  rate  at  23p  for  four 
years  was  endorsed  over- 
whelmingly at  the  party's 
conference  is  Aberdeen  on 
Saturday,  but  some  senior 
figures  privately  are  deeply 
worried. 

They  fear  it  will  penalise 
the  less  well  off,  alienate  - 
rural  voters  who  -already 
face  higher  petrol  costs,  and 
distract  attention  from  the 
independence  case.  Right- 
wingers fear  it  is  the  cross- 
ing of  the  Rubicon  to  a high- 
tax  policy. 

Mr  Dewar  met  Alex  Sal- 
mond.  the  SNP  leader,  in  a 
live  television  debate  yester- 
day on  BBC  Scotland's  Scot- 


tish lobby.  Mr  Dewar  admit- 
ted Labour  might  use  tbe 
power  “if  tha  situation  justi- 
fied it,  but  not  when  we  are 
allocating  £4bn  ($6.4m),  in 
■ addition,  in  the  next  three 
years,  to  public  spending”. 
Mr  Saimond  said:  “The  basic 
services  are  under  pressure 
now”.  He  believed  “the  vast 
majority  of  people  in  Scot- 
land would  rather  have  more 
invested  in  education,  health 
and  housing  than  a penny 
bribe  from  the  chancellor  of 
the  Exchequer”. 

Apart  from  the  SNP,  the 
Scottish  Liberal  Democrats 
are  prepared  to  raise  Ip 
income  tax  for  education. 
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WEEK  AHEAD 


DIVIDEND  & INTEREST  PAYMENTS 


■ TODAY 

Abbey  National  Treasury 

7%%  GTd  Nts  2001  £71.25 

Aeroquip-Vickere  £0.22 
Ashanti  Cap  5%%  Exch  Gtd 
Nts  Mar  29003  $27.50 
Atlantic  Richfield  $0.7125 
Brunswick  $0,125 

CSX  $0.30 

Canadian  General  Invs 

C$0,075 

Cargill  9%%  Bd  Mar  2016 

$92.50 

Dana  $0.31 

Dover  $0,105 

GHQB  12%%  Gtd  Sec  Bd 

2015  £126.25 

Honeywell  $0.29 

Kelsey  Inds  21p 

Midland  Bank  Non-Cm  $ pf 

Ser  A1  $0,355 

Do  Non-Cm  NA/tg  $ Pf  Ser 

A2  $0.08675 

Do  Non-Cm  $ Pf  Ser  B1 

$0.41 

Do  Non-Cm  N/Vtg  $ Pf  Ser 
B2  $0.1025 

Morrison  (Wm)  5!A%  Cm  Rd 
Pf  2.B25p 

Newcastle  Bldg  Scty  12%% 
Perm  Int  Brg  £63.125 
NTT  Data  3.3%  Bd  1999 
Y330000.0 

PennzEnergy  $0.0625 
Quebec  12W%  Ln  2020 
£6.125 

Santander  Fin  Iss  Sb  Gtd 
FRN  2004  $302.64 


Seagram  $0,165 
Sweden  9^%  Ln  2014 
£467.50 

Thomson  $0.1625 
TRW  $0.33 

■ TOMORROW 

Honda  Motor  3.8%  Bd  2001 

Y3 80000.0 

Limited  Inc  $0.15 
NKK  5.3%  Bd  1999 
Y530000.0 

Do  5.4%  Bd  2000 
Y540000.Q 

Santander  Fin  Iss  Und  Var 
Rate  Nts  $3882.81 

■ WEDNESDAY 
MARCH  17 

Chase  Manhattan  Sb  FRN 
2009  $134.38 
Christiania  Bank  Sb  FRN 
2001  $270.24 

Export-Import  Bank  of  Japan 
9tt%  Gtd  Bd  1999  $475.0 
HK&Sh  Bkg  Crp  Prim  Cap 
Undated  FI  rate  Nts  (2nd 
Series}  US$68.75 
Nippon  Light  Metals  5.6% 

Bd  2000  Y560000.0 
Welsh  Water  Utilities  Fin 
7 %%  Gtd  Bd  2004  £71 .25 

■ THURSDAY 
MARCH  18 

Abbey  National  Treasury 


6%%  Gtd  Nts  2002  $63.75 
Albion  2.5p 

BPI  Cap  Fm  Ser  A FRN  W 

Vtg  Pf  $0.45 

BTM  Fin  (Curacao)  7%% 

Gtd  Bd  2006  $71250.0 

Helton  IR3p 

Japan  Airlines  5.6%  Bd 

2003  Y560000.0 

Rank  Rn  vm  Gtd  Bd  Mar 

2008  £72.50 

Scottish  Eastern  Inv  Tst 

0.88p 

Stagecoach  Ip 
Sumitomo  Chanica!  6.4% 

Bd  1999  Y640000.0 
Sumitomo  Realty  6.15%  Nts 
1999  Y61 5000.0 
Do  6.2%  Nts  2000 
Y620000.0 

■ FRIDAY  MARCH  19 

American  Int  $0,058 
Anglo  American  Corp  of 
South  Africa  R2.75 
BPI  Cap  Fin  Ser  B Step-up 
FRN  NA/tg  Pf  $0.39 
Birmingham  Midshires  Bldg 
Scty  FRN  2000  £155.15 
Foreign  & Colonial  Inc  Grwth 
Inv  Tst  0.2p 

Fosters  Brewing  AS0.055 
Gold  Fields  R0.50 
Henderson  Smaller  Co's  Inv 
Tst  l.5p 

NT  & T 10%%  Bd  2001 

C$102.50 

Taisei  3.8%  Bd  2001 
Y380000.0 

Vodafone  7%%  Nts  2004 
£75.0 


UK  COMPANIES 


■ TODAY 

COMPANY  MEETINGS: 
Environed.  62, 
Threadneedfe  Street  EC., 
10.00 

Highland  Timber,  30, 
Lombard  Street.  E.C..  12.00 
BOARD  MEETINGS: 

Finals: 

ASW 

Bovis  Homes 

Burford 

Ennstone 

Eurotunnel 

Fairey 

Glanbia 

Info  bank  Int 

La  porte 

Linden 

NSB  Retail  Systems 

Natural  Building  Materials 

Ruberoid 

Sharpe  & Fisher 

Spirax-Sarco 

Ugfand  Int 

Wellington 

Interims: 

Benchmark 
Jourdan 
Superscape  VR 

TOMORROW 

COMPANY  MEETINGS: 
Shani,  Marriott  Hotel,  10, 
Grosvenor  Square,  W„  12.00 
Wltan  Inv,  Old  Horticultural 


Hall,  Vincent  Square,  S.W., 

7.00 

BOARD  MEETINGS: 

Finals: 

Bodycote 
B rammer 
Capital  Corp 
Charter 

Computacenter 
Derwent  Valley 
Energte 

Financial  Objects 
Finlay  (James) 

Global 

Headlam 

MTL  Instruments 

Metalrax 

Newey 

Prestbury 

Secure  Tst  Banking 

Simon 

Tarmac 

TeleWest  Comms 
Tudor 

Wood  (Arthui)lnterims: 
Cortecs 

Dortfng  Kindersley 

■ WEDNESDAY 
MARCH  17 

COMPANY  MEETINGS: 
Rights  & Issues  Inv  Tst,  25, 
City  Road,  E.C..  12.00 
Safestore,  118,  Priory  Road. 
N.,  10.30 

BOARD  MEETINGS: 

Finals: 

Brixton  Estate 


Ctydeport 

DCS 

Devro 

Gibbs  & Dandy 

Hepworth 

Oriflame 

Xaar 

Interims: 

K3er 
Sirdar 
Smiths  Inds 

■ THURSDAY 
MARCH  18 

COMPANY  MEETINGS: 
Asset  Management  Inv  Co, 
32,  Ludgate  Hill,  E.C.,  12.00 
Brunner  Inv  Tst,  20, 

Fen  church  Street.  E.C., 

12.45 

Domino  Printing  Sciences, 
Trafalgar  Way,  Bar  Hill, 
Cambridge,  11.00 
Lonrho,  Town  Hall,  Homton 
Sheet,  Kensington,  W., 

11.00 

Securicor,  Ironmongers  Hall, 
Barbican.  E.C..  11.00 
Shires  Smaller  Co's,  Trinity 
House,  Tower  Hill,  E.C., 

12.00 

BOARD  MEETINGS: 

Finals: 

Churchill  China 

Cobham 

Dialog 

Dunedin  Inc  Grwth  Inv  Tst 
Fisher  (James) 


Geest 
Hanover  Int 
Kwik-Fit 
Laing  (John) 

MDiS 

McAlpine  (Alfred)  Mithras 

Inv 

Morrison  (Wm) 

National  Express 

Trinity 

Interims: 

Thorpe  (FW) 

Town  Centra  Sec 

■ FRIDAY  MARCH  19 

BOARD  MEETINGS: 

Final: 

British  Telecom 
Interim: 

Fortnum  & Mason 

Company  meetings  are 
annual  general  meetings 
unless  otherwise  stated. 

Please  note:  Reports  and 
accounts  are  not  normally 
available  until  approximately 
six  weeks  after  the  board 
meeting  to  approve  the 
preliminary  results. 

This  list  is  not  necessarily 
comprehensive  since 
companies  are  no  longer 
obliged  to  notify  the  Stock 
Exchange  of  imminent 
announcements. 


CONFERENCES,  VENUES  AND  COURSES 


CONFERENCES 


COURSES 


MARCH  18  & 19 
FT  Europe  n Pensions 
Diminguishe  1 speakers  include: 
Professor  Mai  j Monti,  Member  of  the 
European  Co  imissiou:  Mr  Kees  von 
Rees,  Managii 5 Director  Shell  Pensions 
Fund,  Cbidnx  in.  European  Federation 
of  Reiiremei  Provision;  Mr  Martin 
Jack.  Direct  ir  of  IBM  Retirement 
Funds,  EMEA  IBM  UK  Lid:  Mr  Brute 
Garner.  Head  or  Pensions,  BP  Amoco 
pj_c.  and  Ms  iuth  Goldman.  Head  of 
Pensions.  Lin!  aters  & Alliance. 
Contact  Mon  (tie  Arkcslrijn 
FT  ConfaciK  s 
TeL  +44  171  73  3375 
Fhx:  +44  171  73  3067 
Email:  moniQc.urkesteijnterFTcain 

BRUSSELS 


MARCH  24 

Canning  House  Conference - 
Brazil:  Current  Economic  and 
Political  Outlook  " 

Following  recent  economic  events  in 
Brazil,  the  conference  will  seek  to  analyse 
the  consequences,  internal  and  external 
for  Brazil's  financial  progress.  High  level 
British  and  Beaatiao  speaker.  Include:  ex 
Brazilian  Trade  & Industry  Minister. 
Amerada  Hess,  Schrodav  ThraariMOdle. 
Banco  howl.  Banco  Bilbao.  Vizcaya. 
Pinheiro  Neto  Advogados. 

Contact:  Canning  Haase 
Tel:  +44  171  235  2303 
Fax:  444  171  245  09% 
e-mail:  ntfordOcmmuighoosexoin 

LONDON 


MARCH  30  & 31 

Central  & Eastern  European 

Power  Industry  Forum 

High-level  forum  for  ministry  officials, 
utilities,  advisors,  mvcsuirs  analyzes 
gas  and  electricity  seats  co-operation, 
project  financing,  privatization, 
investment. 

" Energy  Regulation  and  Energy  Trade" 

Pre -Conference  Seminar  March  29. 

Venue:  Sheraton  Hotel 

Contact:  PennWetl  Publishing  UK  CAiE 

Tel:  44  1708  342222 

Fax:  44  170S  3793+1 

email:  pemrodJ  ts  ccmpuservcxztu 

Warsaw,  POLAND 


Conferences,  Venues  & Courses 


mm 


Swap  Markets  Analysis 

Essential  For  swaps,  fixed  income 
participants  and  risk  managers, 
this  programme  provides 
comprehensive  explanations  oi 
trading,  hedging,  arbitrage  as  wall 
as  structures,  priding  and  use  in 
synthetics  and  new  issues. 
Contact  Uke  Lewis, 

City  University  Business 
School 

Tel:  0171  477  8710 
Fax:  0171  4778882 
Email:  execdeveiopfileityjicaik 
Internet:  www.dty.ac.uk/aibs/ed/ 

^ CITY 

University 

BUSINESS  SCHOOL 


Financial  Analysts  Seminar  - 

Europe 

Considering  the  new  risks  and 
opportunities  in  European  markets  j 
and  the  rapid  pace  of  change  in 
global  investing,  investment 
professionals  in  Europe  need  to 
be  armed  with  the  most  outran! 
tools  In  their  search  tor  superior 
performance.  This  conference  wfl 
address  core  investment  topics 
from  a regional  and  global 
perspective. 

Contact  AMR  fn  the  USA 
Tel:  1-804-980-3668,  exL  123 
Fax:  1-804-880-3634 
Internet  www-aJrrv.org 


Madrid,  Spain  I 
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THE  MONETARY  AND  FOREIGN  EXCHANGE  AUTHORITY  OF  MACAU 

with  rhe  ojtiiia!  ^ upper: 

THE  BANK  OF  PORTUGAL  AND  THE  PEOPLE'S  BANK  OF  CHINA 

is  tv  ,*> recent  un  lr.tcrruiiionai  Conference 


Q 51/5  AINAmUTYOFMOrfETABYrn 
AfU  EXCHANGE  SATE  ROUGES 
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r . ' ' 

* • 


tired  by  VStor  PessoA 


Socfftary  for  Economic  Coordination  ■ _ ;. 

Da  Xiariglong-6emiMr  - 
Fed  e‘%  Bank  of  China  (expected) 

An  tinio  de  Sousa -Governor 
Ben  of  Portugal  8 Governing  Ornncfl.  ECB 

Joseph  Yam  Chi-Kvwmg<W.bieiitw 
HoiilKong  Monetary  Authority  . 

V . ' K 

Edjtard  A-  {.  George-Go»«w>r 
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APRIL  22 

Competing  Through  Skills 

This  high-profile  conference  sponsored 
by  Fanm  Europe  jn!  DfEE  will  uckle 
■be  problem  of  widespread  skill 
shortages  in  financial  iostitulions  as 
leadership,  behavioural  and  IT  skills 
become  even  higher  on  the  agenda  Tor 

the  tifil 

Tct  1+44  i(0l  1 892  526757 
Fox:  1+44)1011892  542988 


APRIL  22  8.23 

FT  World  Pharmaceuticals 

Disunguistot  speakers  include:  Mr  Fred 
Hasan.  Pharmacia  & Upjohn;  Mr  Ruben 
Iny™  GtaoWcUcame  Pic;  Dr  Anrbocy 
H Wild.  Warner-Lambert  Company; 
Professor  Dr  Hoot  Meyer.  Bayer  AC;  Mr 
Henry  Wendt.  Unu  cf  Dooaldsan  Luflmi 
Irnretie  Merchanl  Banking;  Mr  Eli 
Horvitz.  Teva  PharmaceuricaJ  Indudrio 
LtdiMrGillcs  Pajot,IMS  HEAUR 
Coctacc  MomsfueAifciesieiju 
FT  Conferences 
TeL  +44  171  873  3375 
Fax:  +44  171  873  3067 
e-mail:  momque.aikes(eijni#FTxaai 

LONDON 


Marketing  1b  Latin  America  la 
the  Z1"  Century 

• ConsunarRasponM  to  GUml 
Brands  fei  Lath  America  ■ Impact  oi 
Meda  and  AdwnUng  • OusAy  ol 
Opinion  Polls  ri  Lam  America 

• Segmentation  m oconcmicafy  and 
aJluroly  Anna  mortals*  Customur 
SffltsftKtion  caaa  atucBas 

May  apaakan:  Padre  CHcharro, 
Banco  Santandar,  Kathfcsan 
Frantawie,  CBS;  Fernando 
Eapuatn,  StanradhtWneri. 
Vtera«  Sheraton  Hotel  Santiago,  Chie 
For  programmeAegfelraiiori  contact: 
SONAR  {EuropMn  Society  for 
Opinion  and  Itarfcatbig  Rasoorch) 

Tab  +31-20-6642141 
Fmc  +31-208642822 
EmaB:  cemtManceOnoomarjnt 
WatisAa:  wwwMomarjnt 


MAY  4 & 5 

NIGERIA  - Debt,  Development 
and  Democracy:  Prospects 
and  Challenges 
A two  day  conference  following  the 
Nigerian  Presidential  Elections  to 
review  the  new  political  landscape  and 
the  framework  for  economic  recovery. 
The  conference  will  bring  together  a 
number  of  senior  milliners,  international 
financiers  and  key  strategic  players  in 
Nigerian  investment. 

Contact:  Monique  Axkesteijn 

FT  Conferences 

TeL  +44  171  873  3375 

Fax:  +44  171  873  3067 

E-mail:  mnnhpiejnto^|n#FTjoin 

LONDON 

MAY  11 -14 

Conference  on  International 
Securities  Lentflng 

Co-spcwwtcd  by  IS  LA  (UK)  and  Robert 
Morris  Associates  (USA),  this  is  the 
only  joint  US/European  Securities 
Lending  Conference  recognized  by  the 
industry.  Prescmarions  on  equity,  fixed- 
income/repo  markers,  and  updates  from 
leading  associations  worldwide 
influence  lending  markets  in  Europe  and 
around  the  world.  Keynote  addresses 
from  the  Director  General  of  Operations, 
European  Central  Bank  and  the  Director 
Gcuev-iL  Spanish  Treasury  wUl  be  given. 
Hotel  Arts  Boredom,  Barcelona.  Spam 
Con i act:  Loretta  Spiuglcr.  RMA. 
mention  the  FT  ad 
Tel:  215-446-1081 
Fax:  2 15-146-4101 

LONDON 


IESOMAM 


Fi©wl  4 -The  4th  btianaUroal 
Hnancial  Fraud  Convention 

The  World's  Leading  International 
Convention  on  Financial  Fraud 
and  Financial  Crime  Prevention. 
Sponsored  by  BankAmerica, 
PncewatertiouseCoopera  and 
Stephenson  Harwood. 
Organisations  to  include:  the  UN, 
IMF.  Council  of  Europe,  BIS. 
OECD  as  well  as  Barclays. 

Chase.  Citibank  and  Reuters 
among  many  others. 

Delegates  expected  from  over  80 
nations,  with  proceedings  In 
Engfteh,  French  and  Spanish. 
Contact:  Jamie  Harper 
Tet  (+44)171  4191000 
Fax:  (+44)171  419 1090 
E-malt:  jamieOltexxojA 
Web  aite:  wwwJhtandBfeaudxorn 

IF££ 

QBl  CoBforaoBe  Contra,  London 


http:/ * 


3T:  .i vfj/'ch.  J 999  ■ Abstracts  of  nc  men  then  500  words. 

5:"  April,  ■ Notification  of  seiiciod  so: her:. 

2S'r  April.  7 59?  - Submission  of  full  paper 

Selcctc-d  author:  •.‘/ill  £<?  sponsored  ■■accommodation  end  registration  fees} 
to  present  their  papers  at  the  conference. 

p;W>r  Mihiidmi-)! i ■cnrLs  in: 

Autoridade  M cnetana  c-  Cambia!  de  \hscau  fAMCf': 
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Blank  Austria  CncShnaoe.  SST, 

SEWS  tnvaamact  Qtoup  and  Squint, 

Sendus&Dompaoy 

ForyourWotmaton  peck,  pteaae  ccrroci 

Monika  Davlea 

The  Ecooomfat  ConBcrucaa 

IbL- (43.1)  712  416119 

Ftec  (43.1)71241  65 

E-mafc  mtxrtmdavltOelujom 


Bratislava,  Slovak  Repsblic 


JUNE  16  & 17 
EUROA1D99 
Conference  A Exhibition 

10  billion  euro  annual  business 
opportunities  in  EU  funded  projects 
worldwide  covering  many  sectors 
including  technical  assistance  & 
procurement.  Find  your  European 
partners  to  bid  for  projects  in  160 
countries. 

Strfano  Misar  de  Lusigiwn 

Td: +32  2 648  5002 
Fax: +32  2 640  9328 
Email:  ceibnissels  Gcci.be 

BRUSSELS 

SEPTEMBER  8 -10 
Privatisation  in  Africa 

Third  annual  Pan  African  summit 
entitled  ‘Privatisation  in  Practice'  will 
provide  a much  needed  platform  for 
African  leaders,  midMera.  private  sector; 
international  investors,  financiers, 
academic  and  others  to  discuss,  defame 
and  offer  practical  -whirions  to  the  issues 
of  privatisation  in  Africa.  Limited 
sponsorship  and  speaker  opportunities 
still  avaitifaie. 

Further  informoian  and  booking  from: 
Business  in  Africa  Conferences. 

London:  Pboue: +44  171495  7969. 

Fax:  44  171  495  7966. 

Johannesburg:  Phone  +2731 807  0M8 
Fax.  +2711  8070919. 

Emil:  Conference  & Koldcityxtxza 

ACCRA - GHANA 


MARCH  22 -26 
Corporate  Credit  Analysis  - 
Banking  A Finance  Courses 
A Division  of  Hyperion 
Training  Limited 
An  introductory  course  aimed  at  those 
with  little  or  oo  experience  of  credit 
analysis.  The  course  covets  the  credit 
proems,  financial  reporting,  financial 
analysis  and  iuurpreiatioa,  cashflow 
and  tiquhiriy,  security,  and  the  lending 
process.  Discounts  available. 

Please  contact  Marcus  King  or  Rebecca 
Lever  for  details  on  0171  374  4007. 
e-mail:  admin^'lrypenon-traiDitig.co.uk 
Web  site:  bttp://www.hyperioo- 
traitTing.co.uk 

LONDON 

MARCH  30-31  (Revised  Date) 
blnMn-partnenln  BumuMknowSodgB 

Project  Finance 

* Project  Risk  • Feasibility  Studies  and 
Project  Platb  - Gxsniction  of  Cashflows 
& Use  of  Modelling  ■ Risk/Retura 
Prospects  * Discounted  Cashflows,  IRK 
&NPV  ■ Types  and  Sources  of  Finance 
including  Equity  • Special  Purpose 
Vehicles  and  Financing  Structures 

• Projcn  Docnmenuiiou 

Contact:  Binrhin  Training  & Consulting 
Tel:  0171  929 1>633  Fa*  0171  929  66J4 
Email:  aneburohv:  buthtn.cum 
Internet,  hi  ip  ^ "w  birchin  training,  cam 
LONDON 

APHIL 11-16 

Gas  Chain  From  Reservoir  to 
Burner  Tip 
MAY  9-14 

Liberalising  Gas  Markets 

Alphaianiu  Courses. 

Bcdi  cnase.  ai  Cnridade,  Wiltshire.  UK. 

A five-day  sanmarin-nkshop  exploring 
the  ccvc  camiKfcia]  pfr  pvyppi^  and 
examining  pohncaJ  coroeiL  Desigocd  for 
those  with  cutrertce  future  munagemna 
responsiWii)  wuhibe  natural  gusbusmew. 
Coauci:  Esther  Mmake  “Aiphaiania" 

Td:  +44  iO)  171  650  1402 
Fax: +44 10)  17]  650  1401 
e-mail:  gas&cconoinaacis-com 
hnptfwww  alphaQnia.com 

CR1CKLADE,  WILTS 

APRIL  12  -JUNE  1 
FT  City  Course 

The  FT  City  Course,  which  takes  plate 
overS  weekly  adUmoon  sessions,  provides 
an  excellent  introduction  to  the  Cily  of 
London  as  a major  financial  and  trading 
centre.  Speakers  include;  Mr  Roger  Miles, 
British  Bankers'  Association;  Mr  Josh 
Armenia.  Credit  Suisse  First  Boston;  Mr 
John  Sbeppcrd,  Dresdncr  Klein  wort 
Benson  and  Mr  Naresh  Sonpar,  Banque 
Nancaalede  Paris. 

Contact:  Monique  Ariesteijn 

FT  ConTerences 

Tet  (+44t  171  873  3375 

Fax:  t+44|  171  873  3067 

Email:  mouique.artrstetjn<?FTnom 

LONDON 


APRIL  12-14 

hfrefttn -partners  In  ftnneM  knowtedg* 

Demystifying  Company 
Reports  A Accounts 

• The  Regulatory  Framework  • Account- 
ing Standards  • The  Audit  Requirement 
■ Accounting  for  Groups  & Consofidaied 
Statements  • Directors  Responsibilities 

• Turnover.  Trading  Expense-*.  Pre-tax 
Prnfhs  * Corporwe  Taxation,  Dividends  & 
Earnings  Per  Share  ■ Share  Valuation 

• Cashflow  Statements  • Profitability. 
Liquidity  and  Solvency  Ratios 
Contact'  Birchin  Training  A Consulting 
TeL  0171  929  6633  Fax:  0171  929  6644 
Email:  waghornhw* birchin xom 
Intcrnd:  http  7/u'ww.birchinuaining.corn 

LONDON 

APRIL  14 -16 

Advanced  Financial  Modelling 
with  Excel 

Armed  at  time  whose  wok  involves  the 
use  of  Excel  to  develop  financial  mndek 
particularly  those  in  M&A,  acquisition 
financing  and  project  finance.  Modelling 
techniques  include  * array  arithmetic  • 
linear  regression  * optimisation  • motne 
carlo  simulation  • financial  framework 
for  modelling  • development  of  a fully 
integrated  acquisition  model  • assumes 
nuametfcac  knowledge  of  Excel 
Comae u Zoc  Danes  a FSMD  for  details 
Tel:  44  ifli  1625  530050 
Fas:  44  t«.i»  162S  523937 
E-mail:  iraminew  fsmdxi>.uk 
FSMD:  LEADERS  IN  EDUCATION 
LONDON 

APRIL  21  -23 

International  Trade  Finance 
Banking  and  Finance  Courses 
A Division  of  Hyperion 
Training  Limited 
Course  covers  risk  assessment  by 
asscwiug  a customer's  trade  cycle,  usmg 
highly  interactive  case  suuficv  Course 
examines  shipping  documentation  *nd 
associated  risk  factors,  exploring  the 
correct  usage  or  the  relevant  banking 
products  and  do:  impact  they  have  on 
the  customer's  trade  finance  needs. 

Please  contact  Marcus  Krug  or  Rebecca 
Lever  far  details  an  0171  374  4007 
e-mail:  adnunt?  hypcnoo-iraiiijngxo.uk 
Web  site:  bup://wwu-.hyperion- 
trainiug^o  uk 

LONDON 

APRIL  26 -30 
Understanding  Corporate 
Treasury 

Run  joiuiiy  with  The  Association  of 
Corporate  Treasurers,  aimed  at  new 
entrants  to  corporate  treasury  and 
profevaojub  who  interface  wnh  treasury 
and  need  to  understand  us  role  in  the 
business.  Ir  provides  a comprehensive 
overview  of  * liquidity  management 

• interest  and  curency  risk  management 

• corporate  finance  and  Funding 
•treasury  management  and  control. 
Contact  Sarah  Collins 

TeL  44  (Ot  171  213  0737 
Fax:  44  tOi  171  248  2591 
Email:  scoll  ins  t3Treasnrersxo.uk 

LONDON 


VENUES 


Choose  from  3/4*  hotels  with 
conference  and  meetings  facilities 
at  value  for  money  prices, 
accommodating  np  to  200 
delegates.  Also  offers  extensive 
opportunities  for  incentive  trips, 
leisure  activities  and  partner 
programme. 

Contact:  Katherine  Despres 
Tel:  01481  726611 
Fax:  01481 721246 


Yte  Financial  Umas  ^ 
Seminar  Suite  ' : .r 


A new  pregigious  dry  venue  within  the 
Ftnandal  Times  Head  Office.  Ideally 
suited  for  seminars,  press  launches, 
corporate  functions  and  cocktail 
reception*.  Sopbcncaied  audio  visual 
equipment  suitable  far  uD  requhcmcMv 
-Supportive  and  professional  staff  on 
handtoasBdyatL 

For  further  details  please  contact: 
Jay  Amin 

Tel: +44 10)171  8733486 
Fax:  +44(6)171  8733067 

Email!  Jay jmin  FTxxjm 
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Room  available, 


The  FT  Essential  Hotel  Guide  - published  monthly  with 
the  Weekend  FT. 

For  more  information  on  advertisim;  opportunities,  please  call: 
Tel: +44  171  873  3576  Fax: +44  171  873  3765 


To  advertise  contact  Jade  Sanderson  on  +44  171  873  3507  or  Fax  +44  171  873  3765 
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PROFILE  PAUL  AND  ANDRE  DESMARAIS,  CHAIRMAN  AND  PRESIDENT  OF  POWER  CORPORATION,  CANADA 

Dealing  in  dynasties 


Despite  its  old -fash  toned  approach,  the  family-run  conglomerate  is  one  of 
Canada's  most  successful  companies,  writes  Edward  Aider) 


Power  Corporation  of 
P Canada  is  that  deeply 
unfashionable  thins:  a 
diversified  holding  run  by  two 
brothers  In  an  age  where  both 
conglomerates  and  family-run 
businesses  are  out  of  favour. 

Perhaps  it  is  the  exception  that 
proves  the  rule.  In  Canada,  where 
it  has  big  insurance  and  mutual 
fund  interests.  Power  Corp  is 
often  held  up  as  a metaphor  Tor 
the  nation:  its  Impact  has  been 
far  out  of  proportion  to  its  size, 
yet  it  is  reluctant  to  boast  of  its 
accomplishments. 

Paul  Desmarais  Sr  acquired  the 
holding  company  in  1968.  and 
through  a series  of  acquisitions 
and  well-timed  sales,  market  cap- 
italisation grew  from  C$61m 
(£25. 4m)  to  nearly  CSSbn  today.  It 
is  one  of  the  largest  corporations 
in  Canada,  with  assets  of  more 
than  CS120bn  under  its  control  in 
Europe,  China  and  North  Amer- 
ica. 

The  only  hint  of  the  role  played 
by  Mr  Desmarais  Sr  in  opening 
China  to  Canadian  investment  is 
in  the  intimate  dining  room  at 
Power  Corp's  headquarters  in 
Montreal,  where  original  prints 
from  a 17th-century  Chinese 
manuscript  adorn  the  walls. 

The  prints  were  a gift  from  Bo 
Yibo.  one  of  the  “immortals" 
from  China’s  Long  March,  and 
Chairman  Mao's  head  of  eco- 
nomic planning.  Mr  Bo  spent  a 
week  at  the  Desmarais  country 
estate  near  Quebec  City  in  1973. 
after  falling  ill  on  his  way  to 
Washington  to  brief  Richard 
Nixon  before  his  historic  trip  to 
China.  Mr  Nixon  s visit  is  usually 
thought  to  have  opened  up  diplo- 
matic and  commercial  relations 
between  China  and  the  west.  But 


before  the  US  president  set  foot 
In  Beijing,  Pierre  Trudeau.  Cana- 
da's then  premier,  had  already 
travelled  to  China.  A few  years 
later,  Mr  Desmarais,  a legendary 
deal-maker,  headed  Canada’s  first 
trade  delegation  there. 

The  Desmarais  clan  is  even 
more  influential  in  national  poli- 
tics. After  a separatist  govern- 
ment first  came  to  power  in  Que- 
bec in  1976.  Power  Corp  halted 
new  investments  in  the  province 
and  strengthened  its  ties  with  the 
Quebec  federalists  who  dominate 
the  Canadian  government. 

No  other  Canadian  company 
enjoys  closer  relations  with  the 
Liberal  government  of  Prime 
Minister  Jean  Chretien.  Paul 
Martin,  finance  minister,  made 
his  fortune  at  Power  Corp,  and 
John  Rae,  Mr  Chretien's  cam- 
paign manager,  is  among  the 
company's  top  executives.  In 
addition,  Andre,  one  of  Mr  Des- 
marais’s  sons,  is  married  to  Mr 
Chretien's  daughter  France. 

Mr  Desmarais  Sr.  now  73, 
handed  over  the  day-to-day  run- 
ning of  the  company  to  his  sons 
three  year's  ago.  Paul  Desmarais 
Jr,  44,  and  Andrg.  42,  became 
chairman  and  president  respec- 
tively. and  are  co-chief  execu- 
tives. Their  father,  however, 
remains  a significant  influence 
behind  the  scenes.  He  still  con- 
trols a majority  of  Power  Corp's 
voting  shares. 

The  challenge  for  Paul  and 
Andre  has  been  to  keep  share- 
holders happy  with  the  compa- 
ny's complex  holding  structure 
and  diverse  portfolio  of  invest- 
ments at  a time  when  many 
investors  want  pure  plays. 

In  Europe,  where  Power  Corp 
began  investing  in  the  1980s. 


investments  are  being  pared 
down  to  four  sectors:  broadcast- 
ing, specialty  minerals,  utilities 
and  ofi. 

Pargesa,  a Swiss  subsidiary 
jointly  owned  with  Albert  Frtre, 
the-  Belgian  financier,  has 
acquired  a 50  per  cent  stake  in 
CLT-UFA,  one  of  Europe's  big- 
gest broadcasting  companies.  It 
owns  a majority  of  the  French 
specialty  minerals  giant  Imfetal. 
which  bought  the  UK-based 
English  China  ClayB  for  £758m 
earlier  *hi«  year. 

Pargesa  is  also  a big  share- 

The  brothers 
do  not  seem  inclined 
to  change  their 
father’s  winning 
strategy 


holder  in  the  French  utility  Suez 
Lyonnaise  des  Eaux,  and  in 
TatalFina,  the  oil  merger 
between  Total  of  France  and  Bel- 
gium's Petroling. 

With  no  debt  and  C$3m  in  cash, 
Paul  and  Andre  say  they  are  eye- 
ing further  acquisitions  in 
Europe. 

Since  taking  the  tap  jobs,  the 
brothers  have  begun  to  put  their 
mark  on  the  company.  In  1997, 
they  engineered  the  CS2.9bn 
takeover  of  London  Life,  one  of 
only  two  publicly  quoted 
insurance  companies  in  Canada, 
stealing  the  prize  away  from 
Royal  Bank,  the  rival  bidder. 
Canada  and  the  US  generate 
most  of  Power  Corp's  earnings 


Essential  Guide  to  Paul  and  Andre  Desmarais 


Groomed  for  the  job:  after 
education  at  McGill  University  in 
Montreal  and  the  European 
Institute  of  Business 
Administration  in  France,  Paul  Jr 
became  director  of  planning  for 
Power  in  1981,  a vice-president 
in  1982,  and  chief  operating 
officer  in  1986.  Andre  was 
educated  at  Concordia  in 
Montreal,  became  executive 
assistant  to  the  chairman  in  1981 
and  headed  several  Power 
subsidiaries  before  taking  over 
from  his  brother  as  chief 


operating  officer  in  1991. 

Family  connections:  the  alliance 
between  Power  and  the  Belgian 
Frere  Group,  which  formally 
extends  to  2014,  is  cemented  by 
more  than  just  business  interests. 
Albert  Frere's  son  Gerald,  heir  to 
the  Frere  family  empire.  Is  a 
godfather  to  one  of  Paul  Jr’s 
children.  Andre  is  married  to 
Canadian  prime  minister  Jean 
Chretien’s  daughter  France.  (“1 
knew  when  I married  her  17 
years  ago  that  he  would  become 
prime  minister,"  he  quips.) 


Sibling  rivalry:  most  power 
sharing  among  chief  executives 
falls  on  the  sword  of  personal 
ambition,  and  brothers  could  be 
expected  to  cross  swords  more 
than  usual.  While  the  two  are 
remarkably  amicable,  Paul  Jr 
acknowledges  that  "the  emotion 
factor  ts  exponential”  in  a family 
company.  But  he  says  they  have 
found  a clever  solution.  Andr6 
handles  the  China  business  and 
Paul  is  focused  on  Europe, 
so  they  rarely  see  each 
other. 


through  majority-owned 
subsidiaries  Great-West  Life, 
Canada’s  largest  insurance 
group,  and  Investors  Group,  the 
largest  mutual  hind  company. 

The  Desmarais  approach  is 
deceptively  old-fashioned:  the 
brothers  buy  large  blocks  in 
companies  they  think  have 
excellent  long-term  growth 
prospects.  Power  Corp  is  an 
"active  shareholder",  says  Paul 
Desmarais  Jr:  it  chooses  or 
influences  the  choice  of  top 
managers  and  shapes  the 
strategic  decisions  of  the 
companies  it  holds.  The  formula, 
he  says,  has  produced  steady 
returns  with  relatively  low  risk  - 
compounded  annual  earnings 
have  grown  by  15  per  cent  a year 
over  the  past  five  years. 

In  addition  to  their  investment 
philosophy  is  the  Desmarais 
approach  to  business 
relationships,  epitomised  by  the 
alliance  with  the  Frfere  Group. 
The  brothers  believe  in  finding 
strong  local  partners  and 
nurturing  the  relationship. 

Andre  Desmarais  says:  MAn 
important  thing  for  any 
family-controlled  company  is  to 
be  able  to  work  through 
partnerships,  because  every 
culture  is  different.  There  are 
always  things  you  have  to  learn 
and  having  partners  is  very 
helpful." 

The  search  for  the  right 
partner  in  China  partly  explains 
why  Power  Corp  took  so  long  to 
invest  there.  While  Power  Corp 
has  cultivated  ties  with  top 
Chinese  officials  since  the  1970s. 
it  studied  and  rejected  several 
investment  opportunities  before 
deciding  last  year  on  a joint 
venture  with  Bombardier  and 
China's  National  Rail  Company 
to  build  mass  transit  railcars  in 
Qingdao. 

Andre  Desmarais  says  it  took  a 
long  time  to  understand  how  to 
do  business  in  China,  but  that 
patience  has  brought  its  rewards. 

In  Europe,  Paul  Desmarais  Jr 
says  the  company  has  benefited 
immensely  from  its  familiarity 
in  both  French  and 
English-speaking  cultures. 

"In  Canada  we  are  bilingual, 
but  more  than  bilingual,  really 
bicultural,  at  ease  with  our 
British  heritage  and  our  French 
heritage,"  he  says. 

The  brothers  do  not  seem 
inclined  to  change  their  father's 
winning  strategy,  yet  they  are 
conscious  that  the  record  of 
family  dynasties  in  Canada  is 
dismal.  Eaton's,  once  Canada's 


bei 


most  successful  department  store 
chain,  was  driven  to  bankruptcy 
by  the  incorapeter.ee  of  Eaton 
heirs.  The  Southas*.  once  the 
country's  most  pcwerful 
newspaper  family,  were  bought 
out  in  1996  by  Conrad  Bl3ck.  .And 
Edgar  Bronfman,  heir  to  the 
Seagram  fortune,  has  been 
criticised  for  gambling  his 
profitable  liquor  business  on 
high-risk  film  and  recording 
companies. 

Paul  and  Andr6  will  have  to 
prove  they  have  inherited  their 
father’s  sense  of  liming  - Mr 
Desmarais  Sr  sold  his  pulp 
and  paper  company. 
Consolidated-Bat  hurst,  for  a 50 
per  cent  premium  in  29S9.  just 
before  the  pulp  market  soured. 
And  he  disposed  of  Montreal 


Trust  the  same  year,  shortly 
before  the  entire  trust  Industry 
collapsed  in  Canada. 

Power  Corp,  like  most  holding 
companies,  continues  to  trade  at 
a discount  to  its  underlying 
assets,  reflecting  shareholders* 
desire  for  more  focused 
investments.  Paul  Desmarais  Jr 
Is  sanguine,  noting  that  the  stock 
was  briefly  at  a premium  six 
months  ago. 

“We  take  a long-term  view  of 
this.  If  you're  a long-term 
shareholder  of  Power  Corp; 'do 
you  really  care?  You  will  think 
about  whether  this  company  has 
sustainable  earnings  and1 
sustainable  franchise  positions#  ! 

Andre  Desmarais  says  tbehesL  . 
insurance  against  a failed 
succession  has  been  the  careful 


way  he  and  his  brother  have 
been  eased  into  their  jobs.  ■ 

"This  transition  has  been  going 
on  for  a long  time1  knd-.thp 
amount  of  responsihili  ty  gi  ven  up- 
by  my  father  took  t lot - of 
courage,”  he  says.  • 

Paul  and  Andre  eonesde1  that 
as  long  as  thetr  father  remains  ' 
the  ; controlling-  ishaehtrider# 
people  will  continue  to  Mtevehe 
still-calls  the  shots. 

: Paul  Jr  is  . good-honoured 
about  his  father-  being  given 
creStrfor  the  Ifmdbnlife  deal,' 
even  though  he  -was  then 
recovering  from  . a -- heart 
operation.  ”My  father  joied:  'You 
know  Paul,  when  Fm  ir  heaven 
J31  stin TjeTdomg  tfie  deds,’-  And. 
you  know'  somethiig.' . he 
probably  win.”  . . 
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BUSINESS  TRAVEL  TURKMENISTAN 


A 


rfdHaH  LUCY  KELLAWAY  * i 9 j 1 

Scary  truth  about  laughter 

fulfil  its  dream  of  becoming  the  new  Kuwait 


You  laugh  automatically  when  the  Queen  makes  a feeble  pleasantry.  And 
it’s  the  same  thing  when  your  boss  makes  a joke  at  work 


How  much  do  you  laugh  at  work? 
I bet  you’ll  say  you  don’t  laugh 
much.  Work,  after  all.  Is  not 
particularly  funny.  Indeed,  the 
sight  of  a few  colleagues  wearing 
those  idiotic  red  noses  on  Friday 
was  enough  to  remind  most 
sensible  people  just  how  unfunny 
work  really  Is. 

But  if  someone  actually 
measured  how  often  you  laugh  in 
the  office,  you  mjght  be 
surprised.  We  laugh  a lot  more 
often  than  we  think  we  do. 
Laughter  at  work  has  precious 
little  to  do  with  being  amusing, 
with  Joking,  or  with  fun  of  any 
sort.  It  has  everything  to  do  with 
office  politics.  Much  is  to  say  it 
is  ail  about  power. 

Think  of  the  Royal  Family. 
These  unfunny,  uptight  people 
actually  make  people  laugh  more 
easily  than  the  professional 
comedians  Rory  Bretnner  and 
Dawn  French  put  together.  The 
Queen  only  has  to  make  the 
lamest  pleasantry  on  an  official 
visit  and  everyone  convulses. 
They  laugh  not  because  they  are 
remotely  amused  but  because 
they  are  nervous.  She  is  more 
powerful  than  they  are. 

The  same  thing  happens  every 
day  In  offices  everywhere.  When 
your  boss  mokes  a Joke,  you 
laugh  without  thinking.  The 
more  senior  and  the  more  scary 
the  boss,  the  greater  your  mirth. 

It  is  not  that  you  are  a 
sycophant,  it  is  that  you 
understand  the  system. 

Making  a joke  yourself  is  a 
much  riskier  matter,  as  I have 


often  found.  You  listen  to  your 
seniors’  jokes  and  falsely 
conclude  that  general  jocularity 
is  welcomed.  You  make  a joke. 
Everyone  ignores  it.  Disaster. 

The  role  played  by  Jokes  in  the 
pecking  order  seems  not  to  be 
understood  by  the 
communications  experts,  who 
generally  advise  the  more  the 
merrier.  They  will  tell  you  the 
problem  with  most  offices  is  that 
there  is  not  enough  laughter  In 
them.  There  is  a whole  training 
industry  that  makes  good  money 
out  of  laughter  workshops. 

But  the  truth  is  otherwise. 
Consider  an  evening  recently 
endured  by  managers  of  a 
leading  retailing  group  who  were 
being  introduced  to  their  new 
chief  executive.  After  the  meal, 
he  suggested  everyone  should  tell 
a joke.  Far  from  being  a cheery 
bonding  session,  this  turned  into 
an  exercise  In  divisiveness:  some 
jokes  got  big  laughs,  others  fell 
humiliatingly  fiat. 

We  need  to  understand 
"humour"  better  at  work.  The 
flatter  the  hierarchy,  the  more 
complicated  things  are.  A good 
rule  of  thumb  is  that  if  people 
listen  to  you  and  laugh  at  your 
jokes,  you  are  going  somewhere. 
If  not.  then  you're  not 


I am  all  in  favour  of  employee 
share  ownership.  I have  owned 
Pearson  shares  for  many  years 
and  can  think  of  not  a single  bad 
thing  to  say  about  the 


experience.  Quite  simply,  l have 
got  richer  and  richer  and  richer. 
Hard  to  argue  with  that 

In  last  week's  Budget,  Gordon 
Brown  tinkered  with  the  rules  to 
make  it  easier  for  companies  to 
offer  shares  to  their  employees. 
Everyone  agrees  this  Is  a good 
thing.  To  own  shares  is  meant  to 
motivate  you.  It  is  meant  to 
make  you  feel  better  about  your 
employer.  It  is  meant  to  destroy 
that  “us  and  them"  feeling. 

But  1 suspect  this  is  wrong: 
awning  shares  makes  employees 
feel  good  only  when  prices  are 
going  up.  The  market  has  been 
rising  for  so  long  - 17  years, 
more  or  less  - that  few  of  us  can 
remember  what  it  felt  like  before. 

It  is  a fantasy  to  think  that 
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owning  shares  in  your  company 
motivates  you.  What  it  does  is 
turn  you  into  a financial 
speculator  who  looks  up  their 
shares  in  the  newspaper. 

For  employees  with  no  other 
savings,  best  advice  would  be  to 
trade  the  shares  in  your  company 
for  those  in  another,  to  have  your 
salary  and  your  savings  coming 
out  of  the  same  basket  does  not 
make  financial  sense  at  alL 


I've  got  an  exclusive.  It  is  the 
latest  theory  on  corporate 
strategy  from  McKinsey.  I hope 
you'll  agree  it’s  a cracker.  Here  it 
is:  “The  best  strategy  for  any 
company  is  a strategy  it  can 
implement."  That  is  the 
summary  of  ao  article  in  the 
brand  new  McKinsey  Quarterly. 

Having  come  up  with  this 
startling  view,  the  consultant  has 
subjected  it  to  a thorough 
McKinsey  testing.  Companies 
across  a wide  range  of  industries 
have  been  picked  on,  and 
complicated  tests  run  to  see 
whether  the  theory  stands  up. 
And  guess  what?  It  does! 
Strategies  that  companies  are 
unable  to  implement  turn  out  not 
to  work! 

That  Is  not  all.  Companies 
dreaming  up  strategies  do  better 
if  they  have  given  some  thought 
to  the  things  they  do  weff.  That 
theory  turns  out  to  stand  up.  too. 

And  here  is  a theory  of  mine: 
good  strategies  are  better  than 
had  ones.  I wonder  if  McKinsey 
would  like  to  test  that? 

huy.keliouHxy^FT.com 


Not  long  after 
*^•2*  Turkmenistan  gained 
* * 3 independence  from  the 
Soviet  Union,  Saparmurat  Niya- 
zov,  president,  declared  that 
within  10  years  the  largely  desert 
country  of  4m  people  would  be 
the  new  Kuwait 

However,  things  did  not  work 
out  quite  like  that.  Berzengy.  a 
development  in  the  desert  out- 
side Ashgabat,  the  capital,  is  tes- 
tament to  his  misplaced  opti- 
mism. Berzengy  Is  known  locally 
as  Las  Vegas  because  of  its  strip 
of  21  hotels,  all  with  casinos  and 
office  blocks. 

The  hotels  were  built  to  accom- 
modate the  anticipated  flood  of 
western  investors,  but  they  have 
been  left  housing  two  or  three 
guests  at  most. 

The  Soviet  Union  treated  the 
country  as  a colony,  and  devel- 
oped vast  cotton  fields.  But  Turk- 
menistan's energy  resources  - 
thought  to  be  the  fourth- largest 
In  the  world  after  Russia,  the  US 
and  Iran  - held  out  the  prospect 
of  prosperity,  and  they  remain 
the  principal  reason  why  western 
business  travellers  are  likely  to 
visit  Turkmenistan. 

In  the  Soviet  days,  -SObn  cu  m 
of  gas  was  sent  by  pipeline  to 
Russia.  Ukraine  and  Georgia. 
Those  exports  have  now  stopped, 
and  Turkmenistan  exports  only 
2bn  cu  m,  by  pipeline  to  Iran. 

Attention  has  turned  to  oil. 
Turkmenistan  lifts  120,000  barrels 
per  day,  almost  all  for  domestic 
consumption.  Mr  Niyazov  wants 
production  to  increase  by  200,000 
barrels  a day. 

Two  UK  companies.  Monument 


and  Burren  Energy,  share  an 
onshore  ofi  concession,  which  Is 
producing  15,000  barrels  a day; 
Mobil  of  the  US  is  the  distributor. 
Dragon  Oil,  another  UK  com- 
pany, has  a small  offshore  con- 
cession. 

Western  diplomats  in  Ashgabat 
believe  there  will  be  more  busi- 
ness opportunities  in  areas  such 
as  oil  and  gas  and  construction. 

But,  in  the  meantime,  business 
travellers  must  be  prepared  to 
overcome  the  legacy  of  haphaz- 
ard economic  development 


The  Soviet  Union 
treated  the  country 
as  a colony 


They  will  need  a visa.  This 
requires  a letter  from  the  minis- 
try of  foreign  affairs.  Embassies 
in  Ashgabat  axe  prepared  to  act 
as  sponsors  for  their  nationals. 
But  if  you  plan  to  visit  the  oil 
town  of  Nebit  Dag  or  the  port  of 
Turkmenbashi,  it  is  vital  to  make 
your  intention  clear  In  the  letter, 
otherwise  you  will  be  confined  to 
Ashgabat 

Once  you  have  received  a let- 
ter. you  can  buy  a visa  at  the 
Turkmenistan  embassy.  At  the 
airport  be  sure  to  fill  in  the  cus- 
toms form  to  declare  any  foreign 
currency,  computers,  cameras, 
mobile  phones  and  the  like,  since 
you  will  almost  certainly  be 
asked  to  produce  them  on  the 
way  out. 

It  is  worth  paying  $15  (£9.30)  to 


go  through  the  commercially, 
important  person's  louzge  - it 
speeds  up  the  process  or  arrival 
and  departure.  . 

A taxi  from  the  airparttakes  10 
minutes,  and.  costs  anythng  from 
$2  to  $15,  depending  «n-  your 
negotiating  skills.  Howejer,  few 
taxis  have  meters.  . f - 

The  beat  hotels  in  Ashgabat  are 
thought  to  be  the  Ak  Atm  and 
the  Nisa, . both  of  whch  are 
blessed  with  good  restaurants 
and  cost  about  $180/$216  br  a sin- 
gle room,  and  the  Grarfi  Turk- 
man at  $140.  J. 

The  big  hotels  have  ducos  and 
casinos,  and  cable  television  in 
the  rooms,  showing  C$N  and 
BBC  World,  it  is  possible-  to  tele- 
phone and  fax  interna Moral I y but 
it  is  expensive.  Credit  ards  are 
not  accepted  anywhere  except 
the  hotels  which  seem -to  take 
only  Visa. 

English  is  not  spokes'  outside 
the  main  hotels,  and  so  you  will 
need  a guide  or  interpreer. 

It  is  essential  to  taki;  lots  of 
small  denomination  bUs.  The 
local  currency,  the  mang.  is  offi- 
cially 5,000  to  the  dollar.but  it  is 
sinking  like  a stone. 

Don’t  be  left  with  tto  many, 
surplus  notes  because  >ou  will 
not  be  able  to  convert  item  back. 

Ashgabat  is  a quiet  tosn  with 
not  a lot  to  do,  but  it  is. easy  to 
around,  and  has  m great 
street  crime  problem.  \ 

IF  you  buy  a carpet  r -these 
ones  are  world  famous  - /ou  will 
need  an  export  permit  for  one 
made  earlier  than  1911,  and 
obtaining  a ■ permit  cai  be  ■ a 
tiresome  process.  ■ 

Stewart  Dolby  travelled  o Turk- 
menistan with  British  M&iterra- 
nean  Airways  — 
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E-commerce 


mousiness 
course  takes  off 


Sricu'lnm^T8  SUpply  for  Mrr’s  new 

» curriculum  track,  writes  Victoria  Griffith 

JS-yw.  financial  enr- 
tutp  nr  , neertng,  financial  manaee- 

Sloan  School  of  Manasemem  meQt  3nd  new  product  devel- 
toe  been  222f\  About  a third  of 

by  the  excitement  surround  fh?8?*8  COUrse  load  durtn6 
ine  a new  MBA  ciISX  !1  tw°-year  MBA  pro- 
track  in  e-commeiST  T expected  to  be  in 

launched  in  September  thfJL?eld  of  concentration. 
— ^Ptember.  MIT  says  it  decided  to  add 


Within  a few  davs  «f  ,f  T ^ ^ decided  to  add 
announcing  the  Droarammp  I^16  trac^  ^>ecause  of  stu- 
last  month.  dent  demand  *»  internet- 


last  month,  Nader  Travas- 
soli,  assistant  professor  of 

SSTSS-^M  ‘We’re  dealing 

5SS1JIMHSS  wfth  toese  issues. 

at  the  school  say  they  have  This  jS  Work  in 

been  flooded  with  inquiries 

from  around  the  world.  Droaress* 

The  Sloan  School  will  be 

the  first  elite  US  business  

SSaMiift  a curriculum  related  courses.  The  Sloan 

SEEK  £*“““«■  SCh00l'S  baSiC  C0UrSe  0D 

kwnlvfa^trf  rg^imeS  “*  etomnierce  was  80  oversub- 
Keenly  aware  of  using  inter-  scribed  that  it  was  forced  to 

*ut!‘rnet-  but  most  P^ce  more  than  100  students 

O^V0  LriPfl  tri  lnti^rTcntn  mrknn  ^.1 «■  


IUWL 

have  tried  to  integrate  cyber- 
space instruction  into  exist- 
ing courses. 

MIT’s  decision  to  grant 
e-commerce  its  own  curricu- 


* - *vt#  rihMUMIU 

on  the  waiting  list.  “In  the 
fall  well  have  multiple  sec- 
tions so  this  won't  happen 
again."  says  Erik  Brynjolfc- 
son,  associate  professor  of 


, — ■»  uwu  tumcu-  son,  associate  professor  of 
lum  track  elevates  MBA  management,  who  teaches 
internet-related  instruction  the  course  and  will  co-direct 
fr)  a new'  leveL  E-commerce  the  e-commerce  manage- 
will  become  the  school’s  sev-  ment  track. 


enth  concentration  alongside 
manufacturing,  strategic 
management,  information 


Prof  BrynjolfSson  and  his 
co-director  Prof  Travassoli 
are  now  struggling  to  pull 


together  course  material, 
professors,  and  guest  lectur- 
ers to  launch  the  new  pro- 
gramme in  September.  It  is  a 
challenge.  No  textbooks  yet 
exist,  so  professors  will  have 
to  make  do  with  self- 
generated case  studies,  clip- 
pings from  news  publica- 
tions. and  any  other  material 
they  can  find. 

MIT  is  not  even  sure 
which  subjects  the  new 
track  should  cover.  “A  stu- 
dent came  to  me  the  other 
day  talking  about  E*trade 
[an  internet  stock  trading 
group]  and  wondering  if  we 
were  going  to  have  a course 
specifically  on  the  internet 
and  finance,"  says  Prof  Tra- 
vassoli. “We're  still  strug- 
gling with  these  issues.  This 
is  work  in  progress.” 

The  Sloan  school  hopes 
the  new  programme  will 
spur  research  on  e-com- 
merce.  Many  MIT  professors 
are  engaged  in  their  own 
independent  internet  pro- 
jects. and  the  programme 
will  attempt  to  pull  the 
school's  expertise  together. 
Sloan  plans  to  team  up  with 
MIT's  Media  Laboratory, 
which  specialises  in  internet 
technology  research,  and  the 
computer  science  division, 
for  many  classes. 

One  course,  to  be  offered 
by  the  Media  Lab's  Pattie 
Maes,  will  focus  on  “agents". 


BUSINESS  EDUCATION  CHURCH  MANAGEMENT 


Wired  up:  enthusiasm  tor  Its  e-commerce  course  has  overwhelmed  MIT’s  Stoan  School  Kathy  Chapman 


computerised  negotiators 
programmed  to  seek  the  best 
price  on  products  over  the 
internet.  Profs  Travassoli 
and  Brynjolfsson  expect 
some  students  will  berime 
heavily  involved  in  internet 
technolog}',  while  others  win 
learn  just  enough  to  under- 
stand how  the  technology 
will  affect  corporate  strat- 
egy- 

The  new  curriculum  will 
focus  on  big-picture  ques- 
tions. “What  happens  to 
brand  loyalty  in  e-com- 
merce?”  says  Prof  Travas- 


soli. “Will  it  evaporate  or 
grow  even  stronger?  How  do 
you  improve  your  relation- 
ships with  customers  in  a 
digital  world?  These  are  the 
questions  we  want  to 
explore." 

The  programme’s  co-direc- 
tors say  some  scepticism 
over  the  curriculum 
remains.  One  professor,  they 
recount,  said  he  thought  it 
was  a bad  idea  for  the  school 
to  become  involved  In 
“fads". 

With  interest  running  so 
high.  Sloan  says  one  of  its 


biggest  challenges  will  be  to 
limit  the  number  of  students 
enrolling  in  the  programme. 
The  school  wants  no  more 
than  a 100  a year  in  the  con- 
centration. “Otherwise,  they 
don't  even  get  to  know  each 
other,  and  it  becomes 
unworkable, " says  Prof 
Brynjolfsson.  “Well  have  to 
keep  raising  the  require- 
ments for  course  completion 
- an  extra  paper  here, 
another  exam  there  - to 
make  sure  only  the  very 
committed  opt  for  this  con- 
centration." 


The  faithful  put  their  trust  in  an  MBA 


WKR  The  Church  of 
England  is  more 
likely  to  conjure  up 
images  of  jumble  sales  and 
Mothers’  Union  meetings 
than  high  finance.  But  not 
any  more.  Britain's  first 
MBA  in  church  management 
starts  this  month  with  the 
aim  of  bringing  business 
skills  to  the  clergy, 
Lincoln-based  Bishop 
Grosseteste  University  Col- 
lege is  running  the  course  in 
association  with  the  Univer- 


sity of  HulL  It  is  aimed  at 
clergy  of  ail  Christian 
denominations  and  those 
working  in  Christian 
schools,  colleges  and  chari- 
ties. as  well  as  practising 
Christians  working  in  secu- 
lar management  posts. 

Mark  Chater,  course 
leader,  says  “the  intention  is 
to  equip  participants  with 
the  knowledge,  skills,  attri- 
butes and  experiences  to 
make  them  effective  and 
imaginative  managers". 


The  part-time  course  will 
cover  standard  MBA  mod- 
ules but  students  will  also 
learn  about  charity  law  and 
managing  physical  resources 
- a growing  problem  for 
churches  saddled  with  old 
and  decaying  plant  says  Mr 
Chater.  In  addition,  "they 
will  also  learn  to  develop  a 
theology  and  spirituality  of 
management  so  that  man- 
agement thinking  is  not 
allowed  to  take  over,  but 
remains  at  the  service  of  the 


Church's  message.”  he  says. 

Mr  Chater  admits  that 
there  is  something  of  a 
dichotomy  between  religion 
and  business  because  busi- 
ness is  all  about  competition 
and  the  church  is  based  on 
co-operation.  But  he  adds, 
“this  course  is  not  about 
church  people  taking  on 
management  language  and 
values  uncritically.  It  is  for 
those  who  are  ambitious  for 
their  church  and  who  are 
not  afraid  of  contact  with 


management  ideas  and  who 
have  the  vision  to  imple- 
ment them  where  appropri- 
ate." 

The  Rev  Dr  William  Bea- 
ver. the  Church’s  director  of 
communications,  says  that 
as  the  church  gains  new 
business  skills  it  will 
improve  its  image.  “The  pre- 
vailing view  of  the  Church  of 
England  is  that  it  is  a 
slightly  dotty,  eccentric 
organisation  but  why 
shouldn't  we  be  efficient  and 


follow  best  practice  in 
human  resources,  communi- 
cation and  operational  mat- 
ters?” He  adds  that  the  key 
to  the  MBA  in  chnrcb  man- 
agement is  that  it  will 
“breed  a whole  new  genera- 
tion of  ecclesiastical  admin- 
istrators who  can  take  on 
the  leadership  of  the  organi- 
sation and  take  it  forward 
into  the  next  century." 

Helen  Jones 
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Training  for 
management  in 
the  real  world 

There  must  be  quite  a few 
recipients  and  even 
practitioners  of  management 
education  who  have 
wondered  whether  the 
training  relates  to  the  real 
world  or  is  Just  the  product 
of  some  esoteric  ivory  tower. 
With  this  in  mind,  the 
Schulich  School  of  Business 
at  York  University.  Toronto, 
is  holding  a two-day 
symposium  on  March  18 
and  19  entitled  “Bringing  the 
Real  World  into  Business 
Education". 

Topics  include  how  to 
model  and  simulate  the  real 
world,  developing  innovative 
working  relationships  with 
industry  and  government, 
and  how  to  make  the  case 
study  more  relevant. 
Speakers  are  from  US, 
Canadian  and  European 
business  schools. 

Schulfch:  email: 
reatworid@bus.yorku.ca 

Seal  of  approval 

for  De  Montfort 

De  Montfort  University 
School  of  Business,  in 
Leicester,  England,  has 
received  accreditation  from 
the  London-based 
Association  of  MBAs  for  its 
range  of  MBA  programmes. 
These  are  the  full-time 
and  part-time  MBAs,  both 
run  in  Leicester,  and  the 
part-time  MBA  run  in  South 
Africa 

De  Montfort 
www.dmu.ac.uk 

French  opening 
for  OUBS 

The  UK's  Open  University 
Business  School  has  signed 
an  agreement  with  the 
Cham  bra  de  Commerce 
d’lndustrie  de  Paris  (CCtP) 
to  enable  the  CCIP  to 
translate  and  adapt  OUBS's 
Capable  Manager  course  for 
the  French-speaking  market. 


In  the  UK,  the  Capable 
Manager  programme  leads 
to  a professional  Certificate 
in  Management. 

The  powerful  CCIP  is 
responsible  for  setting  up 
three  of  the  big  French 
business  schools  in  Paris 
and  is  a heavy  Investor  In 

management  education,  it  is 
also  at  the  heart  of  a 
network  of  chambers  of 
commerce  throughout 
France. 

OUBS:  http:// 
oubs.open.ac.uk 

Merrill  Lynch 
links  with  MIT 

Merrill  Lynch  has  teamed  up 
with  MIT,  in  Cambridge. 
Massachusetts,  to  pursue 
joint  research  in  financial 
engineering  and  technology 
innovation  and  management 
and  to  build  a financial 
engineering  curriculum  at 
MU. 

Merril  Lynch  has  given 
$20m  to  various  schools  at 
MfT  - the  Sloan  school  of 
I management  the  school  of 
engineering  and  the  schools 
of  architecture  and  planning 
I - to  develop  the  project 
over  a five-year  period.  The 
laboratory  for  financial 
engineering,  for  which  $5m 
of  the  funds  have  been 
earmarked,  will  be  housed  at 
the  Sloan  school. 

Sloan:  http://web.mitedu/ 
shan/www/ 

Return  ticket  to 
the  west 

Charles  Harvey,  the  founding 
director  of  the  Royal 
Holloway  School  of 
Management  at  London 
University,  is  quitting  to 
become  dean  of  the  Bristol 
Business  School  at  the 
University  of  the  West  of 
England.  Prof  Harvey  is  a 
graduate  of  Bristol  University 
where  he  also  completed  his 
doctorate  in  management 

He  replaces  Mike  Rees 
who  is  now  assistant 
vice-chancellor  at  the 
university. 

OWE:  UK,  117976  2558 


Information  for  News  from  Campus  shtxdd  be  sent  to  Della  Bradshaw, 
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INSIDE  TRACK 


MEDIA  TELEVISION 


A voyage  of  Discovery 


A US  company  is  determined  to  be  an  increasingly  powerful  force  in  TV 
markets  around  the  world,  writes  Richard  Waters 


Sin  the  fragmented  future 
of  fever-multiplying  digital 
channels,  how  will  televi- 
sion companies  keep  their  audi- 
ence? The  answer,  according  to 
Discovery  Communications: 
assemble  the  biggest  pack  of 
channels  you  can  and  reach  out 
to  the  whole  world. 

For  a company  launched  only 
14  years  ago.  that  sounds  a tall 
order.  And  if  the  speed  at  which 
the  US  company  has  moved  in  its 
short  Ufe  has  been  striking,  that 
is  likely  to  pale  in  comparison 
with  what  it  plans  next 
Judith  McHale,  its  president, 
concedes  that  the  scale  of  Discov- 
ery's current  ambitions  has  pro- 
duced its  doubters.  “A  lot  of 
people  are  asking.  ‘What  on  earth 
are  they  doing?’ " she  says.  But 
the  race  to  secure  shelf-space  and 
brand  identity  is  on.  “We  have  to 
get  out  early  and  establish  the 
product,”  Ms  McHale  adds.  With 
a fifth  of  its  revenues  already 
coming  from  outside  the  US,  and 
the  proportion  growing,  the  aim 
is  to  become  an  increasingly  pow- 
erful force  in  television  markets 
around  the  world. 

For  the  first  five  years  of  its 
life  there  was  just  the  Discovery' 
Channel  - known  mainly  for  Its 
documentaries  about  animals, 
many  of  them  recycled  from  the 


archives  of  the  BBC.  Since  then, 
the  vehicles  have  multiplied  at 
an  accelerating  rate:  The  Learn- 
ing Channel,  bought  in  1991.  was 
followed  in  1996  by  Animal 
Planet  and.  only  a year  later,  the 
Travel  Channel. 

These  last  two  are  not  yet  prof- 
itable. But  already.  Discovery  is 
preparing  its  biggest  investment 
of  all:  the  $350m  (£2 15m)  it  is 
likely  to  take  to  establish  the  Dis- 
covery Health  Channel,  an 
attempt  to  tap  into  the  hypochon- 
dria of  America's  ageing  Baby 
Boomers. 

The  private  company  has  also 
promised  $500m  to  back  a joint 
venture  with  the  BBC.  including 
the  launch  of  another  new 
vehicle,  BBC  America.  And  while 
these  channels  are  rolled  out 
over  the  existing  analog  cable 
television  networks,  a stable  of 
lower-budget  digital  outlets  Is 
being  put  in  place  in  preparation 
for  the  time  when  audience  frag- 
mentation takes  hold  with  a ven- 
geance. with  six  channels  created 
over  the  past  two  years. 

The  economics  of  the  cable 
business  have  changed  a lot  since 
John  Hendriks,  the  company's 
founder,  started  out.  The  first 
Discovery  Channel,  now  one  of 
the  best-known  brands  in  televi- 
sion. cost  only  $25m  to  create. 


These  days,  with  new  channels 
crowding  on  to  limited  analog 
networks,  the  balance  of  power 
has  swung:  cable  companies  in 
the  US  are  reckoned  to  charge 
new  channels  around  $5  per  sub- 
scriber in  “launch  costs”. 

But  the  rewards  can  be  sub- 
stantial. Fuelling  Discovery's 


'When  you’re  faced 
with  fragmentation, 
you’re  better 
off  owning 
more  slots’ 


headlong  rush  is  the  S300m  of 
cashflow  that  its  flagship  channel 
will  generate  this  year,  and  the 
$125m  produced  by  the  Learning 
Channel,  according  to  estimates 
from  Credit  Suisse  First  Boston. 

There  are  two  forces  behind 
the  ever-increasing  speed  at 
which  Discovery  is  moving.  One 
is  the  need  to  generate  a big 
enough  audience  to  deliver  to 
advertisers  once  the  digital  era 
finally  arrives. 

“When  you're  faced  with  frag- 
mentation, you're  better  off  own- 


ing more  slots,"  says  Ms  McHale. 
That  makes  It  possible  to  “aggre- 
gate viewers  for  your  advertis- 
ers”. 

Until  now,  tie  Discovery  presi- 
dent concedps.  the  promise  of  dig- 
ital television  has  been  “an  ever- 
receding  bonanza”,  always  seem- 
ingly about  to  arrive  but  never 
quite  here.  This  time,  she  says, 
things  are  different:  the  final 
quarter  of  last  year  produced  the 
first  real  that  digital  sub- 
scribers are  about  to  take  off. 

A second  factor  behind  the  last- 
moving  b asm  ess  plan  has  ^ 
the  a desire  to  spread  the  costs  of 
running  the  group,  and  creating 
pittgramniing  as  widely  as  possi- 
ble. Ms  McHale  chains  “the  most 
sophisticated  International  net- 
work structure  of  anyone”,  reach- 
ing more  than  70m  subscribers  in 
142  countries.  With  that  sort  of  a 
base,  it  becomes  cheaper  to 
launch  a new  network  than  it 
would  be  to  create  one  from 
scratch. 

The  growing  international 
reach  is  also  improving  the  eco- 
nomics Of  programming.  “The 
whole  theory  of  developing  inter- 
national business  is  that  for  mar- 
ginal additional  cost,  you  can 
develop  significant  additional 
revenues,”  says  Don  Wear,  head 

of  international  operations. 

The  group’s  fact-based  content 
helps:  much  of  it  can  cross  bor- 
ders without  having  to  cross  the 
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McHale:  *We  bme  to  get  out  eariy  and  estabfish  the  product? 


cultural  gulf  that  a sitcom  would 
have  to  bridge. 

Discovery  staged  a show  of 
strength  last  night  to  prove  the 
point.  An  archaeological  produc- 
tion, titled  Cleopatra’s  Palace. 
was  aired  at  9pm  in  all  the  coun- 
tries that  Discovery  reaches  - its 
second  effort  at  trying  to  create  a 
“buzz”  around  a single  global 
event,  after  an  exploration  of  thp 
wreck  of  the  Titanic  last  year. 
And  for  the  first  time,  two  adver- 
tisers bought  slots  to  promote 
their  own  global  brands.  Visa  and 


Merrill  Lynch  are  said  to  have 
paid  a premium  of  around  $lm 
between  them  for  the  chance  to 
reach  an  audience  around  the 
world  through  a single  vehicle. 

The  first  phase  of  Discovery’s 
push  abroad  is  already  nearly 
complete.  With  Europe  and  Latin 
America  already  turning  a profit 
in  cashflow  terms  and  Asia  about 
to  cross  that  threshold,  “we  are 
one  of  the  tew  I media]  organisa- 
tions that  can  say,  on  a global 
basis,  that  we  are  profitable,” 
says  Ms  McHale. 


The  drive  is  on  outside  , the  US 
to  produce  the  same  collection  of 
channels  that  Discovery  has  cre- 
ated at  home:  there. are  already 
seven  Discovery  channels  in  the 
UK.  with'four  in  Latin  America 
and  two  in  India. 

With  a powerful  brand  and  a 
well-established  model  for  spin- 
ning off  hew  channels,  this  is 
likely  to  make  it  a formidable 
competitor  to  national  broadcast- 
ers around  the  world  — provided, 
of  course,  that  it  does  not  over- 
reach. 
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Yet  to  make 
its  mark 
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Freedom  of 


Geoff  Naim  on 

developments  in 
copyright  coding 


choice? 


You’ve  got  it. 
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No  matter  where  you  are,  or  what  time  it  is.  with  SAS  Travel  Pass  you  can  book,  re-schedule  or  cancel  your 
flights  from  the  UK  to  Scandinavia  24  hours  a day.  And  it  will  save  you  money  too. 

Travel  Pass  is  a new  and  unique  way  to  buy  your  tickets  and  make  travel  arrangements.  Your  Travel  Pass 
comes  in  the  form  of  a card,  prepaid  and  loaded  with  either  10.  20.  30  or  an  unlimited  number  of  flights. 

Travel  Pass  keeps  you  In  complete  control  because  you  can  arrange  everything  via  the  Internet,  PC 
Online  or  by  using  our  interactive  telephone  line.  Of  course  you  can  still  leave  it  to  your  travel  agent  as  well. 
Call  + 44  (0)  181  990  7122  or  visit  www^as^e  for  more  information  about  SAS  Travel  Pass,  the  service 
designed  to  give  the  frequent  business  traveller  a world  of  choice. 


WZM  Enforcing  copyright 
over  digital  content  is 
■Mi  today  a . frustrating 
task  because  of  the  ease  with 
which  it  can  be  distributed 
over  the  internet  and  manip- 
ulated to  hide  its  origins. 

Digital  watermarks  try  to 
overcome  this  problem  by 
adding  hidden  information 
to  digital  images,  video  clips 
or  music.  A digital  water- 
mark is  a code  interwoven 
into  the  original  data  that  is 
supposedly  imperceptible  to‘ 
listener  or  viewer. 

When  digital  content  is 
distributed  online  or 
recorded  oo  disks,  tell-tale 
copyright  data  travels  with 
it.  encoded  in  the  digital 
watermark.  This  allows  the 
copyright  holder  to  demon- 
strate a claim  to  intellectual 
property  rights. 

Research  into  digital 
watermarks  only  began 
around  1993  but  the  subject 
is  now  attracting  intense 
interest,  most  recently  from 
record  companies  worried 
about  the  proliferation  of 
music  websites  that  do  not 
pay  royalties. 

In  the  past  two  years,  at 
least  a dozen  watermarking 
technologies  have  been 
developed,  as  well  as  com- 
plete copyright  management 
systems  for  licencing  and 
tracking  watermarked  mate- 
rial on  the  Internet.  But 
their  uptake  so  far  has  been 
disappointing. 

Bruce  Davis,  president  and 
chief  executive  of  Digimarc, 
a US  pioneer  of  digital  water- 
marks, blames  the  poor 
take-up  on  the  legal  uncer- 
tainty surrounding  digital 
copyright  and  the  slow  speed 
of  today’s  internet. 

The  excessive  time 
required  to  download  high- 
quality  images  makes  it 
unrealistic  to  expect  many 
users  to  buy  stock  photogra- 
phy over  the  web,  for  exam- 
ple. But  Mr  Davis  is  confi- 
dent the  internet  will  soon 
be  fast  enough  to  support 
such  applications. 

“As  internet  bandwidth 
increases,  content  will 
acquire  a much  higher  value 
and  digital  watermarks  will 
become  an  important  way  of 
proving  copyright,”  be  says. 

He  also  takes  comfort  from 
the  Digital  Millennium  Copy- 
right Act  new  US  legislation 
that  outlaws  technologies 
designed  to  break  copyright 
protection  devices,  including 
encryption  and  digital  water- 
marks. 

There  are  several  ways  to 
alter  commercial  water- 
marks so  that  they  can  no 
longer  be  detected.  The  dis- 
tortion may  be  unintentional 
- some  of  the  “special 


effects”  in  commercial  image 
editing  software  can  render 
watermarks  unrecognisable  *■ 
- or  manipulation  may  be 
deliberate. 

In  the  latter  category  is 
StirMark.  a software  tool 
that  can  alter  watermarks 
created  by  Digimarc.  Signum 
Technologies  and  other  ven- 
dors so  that  they  can  no  lon- 
ger be  detected. 

StirMark  is  available  from 
tbe  website  of  Fabien  Petit- 
colas,  a researcher  at  the 
University  of  Cambridge 
(UK).  A specialist  in  “stegan- 
ography”  - the  science  of 
hiding  information  - Mr 
Petitcolas  uses  his  Website  to 
expose  the  vulnerability  of 
today's  commercial  prod- 
ucts. “These  schemes  are  not 
robust  enough  and  hence  the 
current  technology  is  not 
ready  for  public  use,”  he 
says. 

Inevitably,  a company  has 
risen  to  the  challenge  and 
developed  a watermark  that 
it  claims  will  resist  “attack" 
by  StirMark.  The  company. 

Blue  Spike,  has  developed 
separate  versions  of  its  Gio-  ™ 
vanni  technology  to  protect 
both  still  images  ami  audio. 

The  audio  version  has 
been  designed  to  survive  the 
“lossy  compression”  tech- 
niques which  remove  extra- 
neous data  so  that  audio  sig- 
nals can  be  converted  into 
reasonably  small  digital 
files. 

One  such  technique  is  MP3 
and  tbe  music  industry  is 
particularly  interested  in 
methods  of  watermarking 
and  encrypting  MP3  files 
because  of  the  proliferation 
of  websites  illegally 
distributing  copyright  music 
in  this  format. 

The  same  issue  could  soon 
affect  the  digital  TV  indus- 
try. Christoph  Busch,  head 
of  security  technology  at  the 
Fraunhofer  Institute  for 
Computer  Graphics,  sees  a 
promising  opportunity  for 
watermarking  in  protecting 
real-time  digital  .video 
streams. 

One  of  the  problems  with 
digital  TV  is  the  signals  can  £ 
easily  be  intercepted  by 
pirates  and  retransmitted 
over  the  internet  or  via  sat- 
ellite or  terrestrial  networks. 

The  institute  has  devel- 
oped a watermarking  algo- 
rithm for  use  on  broadcast 
quality  video  ' Images. 
Thanks  to  specially  designed 
hardware,  the  system  can 
embed  watermarks  in  video 
streams  in  real  time,  so 
allowing  it  to  be  used  for  the 
live  transmission  of  sports 
events,  for  example. 

Such  content  loses  much 
of  its  value  if  it  is  retrans- 
mitted later  so  pirates  must 
“attack"  the  watermarked 
video  stream  in  real  time, 
adding  to  their  technical 
challenge. 
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THE  ARTS 
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MILAN 

A new  production  of 
T^ovsky’sftteeppa  opens  at 
La  scala  on  Saturday,  conducted 
fy  Mstislav  Rostropovich  (above) 
and  staged  by  Lev  Dodin. 

Anatoly  Kodherga  and  Olga 
Guriakova  head  the  cast 


NEW  YORK 

Nearly  70  masterpieces  of 
mecfieval  panel  painting, 
sculpture,  textiles  and  manuscript 
Illumination  have  been  lent  by  the 
Basiftca  of  San  Francesco  in 
Assisi  for  an  exhibition  opening 

tomorrow  at  the  Metropolitan 


Museum.  They  indude  some  of 
the  key  monuments  in  the 
development  of  earty  Renaissance 
art  The  exhfoitioa  entitled  'The 
Treasury  of  Saint  Francis  of 
AssfsT,  is  designed  to  heighten 
awareness  of  the  effects  of  the 
earthquakes  that  devastated  the 
Italian  town  in  1997.- 

Placido  Domingo  Is  the 
centrepiece  of  an  all-star  revival 
of  The  Quean  of  Spades  at  the 
Metropolitan  Opera  on  Thursday. 
Valery  Gergiev  conducts,  and  the 
line-up  ateo  includes  Otga 
Borodina,  Galina  Gorchakova  - 
and  Dmitri  Hvorostovsky. 

David  Hare,  whose  work  is  • 
ever-present  on  Broadway  these 
days,  stBps  on  stage  himself  in  his 
one-man  play  Via  Dolorosa. 
Inspired  bya  1997  tnp  to  the 
Middle  East  and  directed  by 
Stephen  Dak&y.'it  opens  in  a 


Lincoln  Centre  Theatre  production 
at  the  Booth,  on  Thusday. 

VIENNA 

"The  New  World  in  19th  Century 
Painting"  is  the  title  of  an 
exhibition  opening  at  the 
Osterreichisch©  Galerie 


Belvedere  on  Wednesday.  It 
documents  tite  artistic 
development  of  the  American 
people  from  the  Declaration  of 
Independence  in  1776  to  the 
New  York  Armory  Show  of  1913. 

LONDON 

The  20  surviving  paintings 
attributed  to  the  Netherlandish 
artist  Rogier  van  der  Weyden 
(left)  are  scattered  across  Europe 
and  the  US,  and  most  are  too 
fragile  to  travel.  The  National 
Gallery  has  five,  and  these  are 
supplemented  by  two  from  the 
Gulbenkian  in  Lisbon  and  two 
from  the  Getty  in  California  for  an 
exhibition,  opening  on  Thursday, 
which  celebrates  the  600th 
anniversary  of  the  artist's  birth. 

Ian  Judge  is  back  at  the 
Coliseum  to  stage  English 
National  Opera's  new  production 


of  Boito's  MeHstOtolo.  He  is 
partnered  by  Slovak 
conductor  diver  von 
DohnSnyi  and  a cast 
including  Alastair 
Miles,  David 
Randall  and 
Susan  Patterson. 

The  first  night  Is 

on  Thursday. 

On  Wednesday 
Northern  Ballet 
Theatre  brings  its 
spookily  effective  Dracuta 
fright)  to  Sadler's  Wells  for  a 
season  which  runs  unB  27  March. 

Two  productions  open  this 
week  at  the  National  Theatre.  A 
new  repertory  season  begins  at 
the  Otrvier,  directed  by  Trevor 
Nunn  and  John  Caird,  in  which 
the  same  team  erf  actors  wfll 
handle  Shakespeare's  TroBus  and 
C/essida  (opening  tonight)  and 


Leonard  Bernstein's  musical 

Cancflcfe  (jn  April).  On  the 
\ Lyttelton  stage,  the 
Abbey  Theatre’s 
production  of  Dion 
Bouct'caidfs  Irish 
Ctarele77» 
CoSeenBavm 
opens  on 
Thureday.  Its 
director  fg  Connafl 
Morrison. 

PRAGUE 

Since  the  Velvet  Revolution, 
the  State  Opera  has  made  its 
name  by  delving  into  its  prewar 
history  as  Prague's  German 
opera  house.  Its  latest  excavation 
is  Emil  Burton’s  Bubu  from 
Montparnasse,  composed  In 
1927.  Veteran  conductor  Bohumil 
Gregor  presides  over  the  first 
night  on  Saturday. 


* 


Monument  to  one  man's  taste:  yet  the  show,  which  includes  Fernand  Lager’s  'Liberty1  (above).  Is  also  qutntessentiaOy  French 


Politician  with  cultural  vision 

Paris  is  celebrating  the  cultural  legacy  of  the  late  president  Pompidou,  writes  Jackie  Wullschlager 


Imagine  visiting  an  exhibition  of 
pictures  at  the  Harold  Wilson  Cul- 
tural Centre  in  London,  or  taking  a 
seat  at  the  Margaret  Thatcher 
National  Library.  Unlikely?  Of 
course  - because  leading  political 
figures  have  never  been  important 
patrons  in  Britain.  In  Paris,  on  the 
other  hand,  the  most  natural  thing 
is  to  drop  into  the  Centre  Culture! 
Georges  Pompidou  or  the  Bibliothe- 
que  Francois  Mitterrand  - both 
audacious,  high-profile  buildings 
that  speak  for  their  times. 

Pompidou  and  Mitterrand  are 
examples  of  French  presidents 
whose  cultural  legacies  were  part 
of  a wider  political  vision  to  bring 
modernity  and  education  to  the 
masses  in  ways  which  were  excit- 
ing and  accessible.  One  of 
Pompidou’s  aides  suggests  that  to 
become  this  sort  of  patron  is  a nat- 
ural role  for  a 20th-century  leader. 
Often  held  so  in  check  by  bureau- 
cracy and  the  democratic  process 
that  they  can  change  little,  monu- 
ments such  as  the  Pompidou  Cen- 
tre or  Mitterrand's  Tres  Grand  Bib- 
liotheque  ensure  immortality 
through  art. 

This  is  just  one  of  the  strands 
running  through  a mesmerising 
new  exhibition,  Georges  Pompidou 
el  la  Modemiti  at  the  Galerie 
National  du  Jeu  de  Paume  in  Paris 
to  commemorate  the  25th  anniver- 
sary of  Pompidou’s  death.  A second 
is  the  story  of  Pompidou  the  pri- 
vate collector,  discreetly  amassing 


some  of  the  finest  art  of  the  1950s 
and  1960s.  A third  aspect  unites 
these  two  strands  and  is  a voyeur's 
delight  - an  exquisite  series  of 
recreations  of  the  presidential  liv- 
ing quarters,  "les  appartemenis  de 
l'Elysee".  from  the  196us  and  1970s. 
Here  you  can  attend  fantasy  din- 
ners with  the  president  and  find 
out  how  the  radical  and  shocking 
in  the  1950s  had,  when  endorsed  by 
the  state,  become  a symbol  of 
wealth  and  power  by  the  1970s. 

No  career  epitomises  this  move- 
ment better  than  that  of  Georges 
Mathieu.  a friend  of  Pompidou. 
Mathieu's  enormous  oil  painting 
"La  Bataille  de  Brunfeeberg”  (195SI 
is  the  centrepiece  of  the  opening 
room,  a vast  black  background 
splattered  with  thick  fireworks  of 
paint  in  red  and  yellow.  In  the 
1950s.  Mathieu's  lyric,  non-geomet- 
ric Abstraction  was  as  innovative 
as  the  neo-  Expressionism  of  Amer- 
ican artists  such  as  Jackson  Pol- 
lock, and.  painting  a 12ft  canvas  in 
the  presence  of  an  audience  in 
1956.  Mathieu  anticipated  the 
shock-effect  "happenings"  of  1960s 
US  artists. 

By  1974.  the  year  of  Pompidou's 
death,  however,  Mathieu  was 
designing  the  new  10-franc  coin, 
and  some  of  his  greatest  works, 
such  as  “Un  silence  de  Guibert  de 
Nogent”,  were  already  bought  for 
the  planned  Pompidou  Centre. 
Interviewed  for  the  catalogue  to 
tnis  exhibition.  Mathieu  likens 


Pompidou  s patronage  to  that  of 
Louis  XIV.  and  says  the  president 
"woke  up  France  to  modernity,  to 
industrialisation". 

it  is  the  spirit  of  the  man  and  his 
particular  taste  that  is  electrifying: 
gregcrious.  curious,  open-minded. 
Pompidou  had  made  links  with  art- 
ists since  be  bought  his  first  Max 
Ernst  drawing  ar  the  age  of  17  and 
became  a close  friend  of  the 


Pompidou’s 
patronage,  which 
‘woke  up  France  to 
modernity1,  has 
been  likened  to 
that  of  Louis  XIV 


painter.  He  bad  exceptional  pre- 
science. choosing  the  works  of 
experimental  Nouveau  Realistes 
such  as  Martial  Raysse.  Arman  and 
Raymond  Hains  at  a time  when  it 
was  impossible  to  predict  that  pre- 
cisely such  artists  would  become 
emblematic  of  the  1960s. 

Highlights  from  Pompidou’s  own 
collection  include  Arman's  "Joan's 
Violin",  a combusted  instrument 
set  in  resin  and  polyester,  Raysse’s 
popart  “France  Orange",  in  which 
a photograph  of  a Bardot-esque 


196Cs  babe  tinted  fluorescent  green 
is  set  against  a bright  orange 
square  of  canvas  and  wood:  and 
one  of  Yves  Klein’s  famous  mono- 
chrome blue  canvases,  bought  the 
same  year  (i960)  that  Klein's 
“Anthropometrices  de  L’Epoque 
bleue  ".  in  which  naked  women 
smeared  themselves  in  blue  paint 
while  20  musicians  played  a single 
note  for  10  minutes,  was  causing  a 
scandal  at  a Paris  gallery. 

In  the  bright,  higb-ceilinged  first- 
floor  rooms  of  the  Jeu  de  Paume. 
the  juxtaposition  of  this  sort  of 
work  with  one  of  the  most  gracious 
views  of  classical  Paris  is  sensa- 
tional. At  the  great  observation 
window  looking  down  the  magnifi- 
cent facade  of  the  Rue  de  Rivoli 
stands  Cesar’s  mass  of  spangled 
metal  "Ricard",  a compressed  car, 
and  Pol  Bury's  round  silver  sculp- 
ture or  12,000  metal  balls.  Jean  Tin- 
guely's "Meta  no  3".  a mixed  instal- 
lation of  iron  and  three  motors 
from  1970-71  also  looks  out  on  to 
the  roofs  of  Paris,  and  sends  view- 
ers back  to  the  first  work  in  the 
exhibition.  Nicholas  de  Stael's  "Les 
Toils  de  Paris"  0952). 

The  recreated  presidential  rooms 
are  also  extraordinary  in  the  con- 
test of  classical  Paris  surrounding 
them;  with  luminous  floors  and 
multicoloured  carpets,  they 
become  a child’s  psychedelic  para- 
dise when  viewed  through  seven 
panels  that  make  the  interior 
change  colour  and  cast  a giant 


floor  sculpture,  a bent  triangle  bal- 
ancing on  a silver  ball,  in  ghoulish 
blues  and  purples. 

Pompidou  was  a connoisseur  viv- 
idly alert  to  the  new  but  who  was 
also  steeped  in  tradition.  He  kept  a 
book  of  ancient  Greek  poetry  on 
his  desk  and  snatched  a few  sec- 
onds' relaxation  by  reading  it.  His 
Anthologie  de  la  poesie  franoaise 
(1961).  ranging  from  courtly  medi- 
eval lyrics  to  Apollinaire  and  Paul 
Eluard.  became  a classic  - it  is 
read  aloud  here  in  a white  ante- 
chamber. bare  except  for  a stately 
bronze  bust  of  the  president  by 
Etienne  Hajdu. 

Pompidou  saw  that  Paris  risked 
losing  out  culturally  to  London  and 
New  York,  pop-art  centres  of  the 
1960s.  and  his  bold  projects  to 
inject  a contemporary  thrill  into 
the  French  capital  continue  to 
have  a central  role  today.  The 
Pompidou  Centre  - his  own  idea  - 
has  fulfilled  his  dream  of  a cultural 
centre  for  Paris  attracting  people 
who  would  not  normally  visit  gal- 
leries or  concert  balLs.  A huge 
room  of  models  and  screen  images, 
accompanied  by  1970s  music  and 
Paris  street  sounds,  is  given  to  the 
centre’s  architecture  and  construc- 
tion here. 

This  is  a quintessentially  French 
show:  patriotic,  democratic,  cele- 
brating at  once  cultural  innovation 
and  the  political  will  to  make 
things  happen.  Yet  it  is  also  a fasci- 
nating monument  to  one  man's 
persona]  taste  in  an  era  that  stands 
for  us  between  the  historic  and  the 
contemporary. 

At  the  Galerie  Nationale  chi  Jeu  de 
Paume,  1 place  de  la  Concorde,  Parte, 
until  April  18. 


MUSIC  TOWARDS  THE  MILLENNIUM 

Rattle  returns 
to  an  Odyssey 


There’s  nothing  like  a 
millennium  for  concentrat- 
ing minds  on  a century.  But 
the  closer  Simon  Rattle’s 
survey  of  20th  century 

music  gets  to  the  present, 
the  more  shapeless  the  pic- 
ture becomes  - and  the 
harder  it  is  to  make 
hard-and-fast  judgments.  We 
now  have  a welter  of  pre- 
m Biennial  concert  series, 
bnt  none  more  far-sighted 
than  Rattle’s  "Towards  the 
Millennium'*. 

He  and  the  City  of  Bir- 
mingham Symphony  Orches- 
tra have  advanced  to  the 
1980s.  a decade  of  enormous 
significance  for  them  both. 
Whatever  else  was  going  on 
in  the  world  - Thatcherism, 
perestroika,  Reaganomics  - 
it  was  a time  of  musical  lais- 
ser  faire.  when  the  demise  of 
central  European  ortho- 
doxies left  the  field  open  to 
composers  from  Russia, 
Poland,  the  UK  and  US.  Rat- 
tle avoids  non-Rattle  terri- 
tory, such  as  Schnittke’s 
Fifth  Symphony  and  the 
Trnmpet  Concerto  from 
Stockhausen's  Doimerstag. 
both  of  which  would  have 
been  worth  re-visiting.  His 
choice  nonetheless  suggests 
a surprising  number  of  rep- 
ertoire-worthy pieces. 

The  exception  is  Nicholas 
Maw’s  Odyssey,  which  took 
np  the  whole  of  the  second 
programme  in  Birmingham 
last  Thursday  (repeated  at 
London's  Royal  Festival 
Hall  tonight).  This  was  its 
first  UK  outing  since  Rattle 
recorded  it  in  1991.  and 
while  I’m  glad  I heard  it.  f 
won’t  be  rushing  out  to  grab 
it  again.  It  is  a brave,  noble 
and  often  inspired  experi- 
ment that  ultimately  col- 
lapses under  its  own  weight, 
leaving  composer,  orchestra 
and  audience  exhausted. 

Maw  uses  the  idea  of  a 
spiritual  journey  as  an 
excuse  for  stylistic  uneven- 
ness and  creative  longwin- 
dedness.  By  arguing  that  the 
size  of  his  themes  demanded 
a structure  of  equal  scale,  he 
simply  wrote  bis  own  pre- 
scription for  gigantism.  But 
is  the  opening  44-bar  cello 
theme  really  that  memora- 
ble? The  skill  with  which 
Maw  explores  it  is  another 
matter:  melodies  of  extraor- 
dinary beauty  compete  with 
each  other  for  our  attention, 
snpported  throughout  the 
90-minute  span  by  a textural 
palette  of  constantly  unfold- 
ing richness.  By  the  latter 
half,  there’s  too  much  to 


admire,  and  no  room  to 
stand  back  and  breathe. 

That  sounds  unduly  nega- 
tive when  you  to  recall  the 
sheer  breadth  of  terrain  cov- 
ered: the  expectation 

aroused  by  the  first  "time- 
chord’':  the  pastoral  English 
mood  at  the  culmination  of 
Part  2;  the  solo  horn’s  state- 
ment at  the  work's  epicen- 
tre; the  tumultuous  com- 
pression of  the  final  two 
parts.  Listening  to  the  confi- 
dent voice  of  those  closing 
30  minntes,  which  Maw 
wrote  in  a flourish  after 
years  of  creative  slog,  I 


ft  is  a brave,  often 
inspired  work 
that  ultimately 
collapses  under 
its  own  weight 


wished  he  had  started  afresh 
in  the  same  vein. 

Sir  Simon  guided  us 
through  it  all  with  supreme 
clarity,  supported  unflinch- 
ingly by  his  orchestra:  as  he 
loosens  his  ties  with  Bir- 
mingham, the  Rattle/CBSO 
marriage  seems  more  alive 
than  ever.  They  had  even 
more  fun  with  Lutoslawski’s 
Third  Symphony,  which 
opened  "Towards  the  Millen- 
nium" the  previous  weekend 
in  London.  LutoslawskJ  con- 
vinces us  that  the  tighter 
the  framework,  the  more 
pungent  the  statement  This 
performance  captured  the 
symphony's  Beethovenian 
drama,  its  Debussy  an  intri- 
cacy, its  subtle  creation  and 
dissipation  of  tension,  and  a 
sense  of  enveloping  sound 
and  intellectual  organisa- 
tion in  perfect  harmony.  A 
masterpiece. 

After  that,  Takemitsu's 
guitar  concerto  was  pure 
wallpaper  music,  despite 
John  Williams's  contribu- 
tion. and  every  bar  of  John 
Adams's  Harmonium 
betrayed  its  time  and  prove- 
nance. But  let’s  not  be  fussy. 
Minimalist  word-setting  is 
so  formulaic  that  it's  best 
just  to  sit  back,  and  submit 
to  Adams's  teeming  instru- 
mental palette  and  infec- 
tious rhythms.  Rattle  and 
the  CBSO  Chorus  pulled  off 
an  ecstatic  performance. 

Andrew  Clark 


* 


INTERNATIONAL 

by  Boleslaw  Bartog;  Mar  16 

Susan  Anthony  and  Jon  villars; 
Mar  17,  19 

worldwide;  to  Jun  6 

Center 

Tel:  1-212-875  5030 

City  Hall 

• Vienna  Philharmonic 

OPERA 

OiUitdJjti.  conducted  by 

Riccardo  Muti  in  works  by 
Schumann  and  Shostakovich; 

Mar  16 

• Vienna  Philharmonic 

Orchestra:  conducted  by 

Arts 

BIRMINGHAM 

CONCERT 

Symphony  Hall 

Tel:  44-121-212  3333 

London  Sinfonietta:  Higglety 
Piggiety  Pop!  and  Where  the 

Wrid  Things  Are,  conducted  by 
their  composer  Oliver  Knussen; 
Mar  16 

LONDON 

CONCERTS 

Queen  Elizabeth  HaB 

Tel:  44-171-960  4242 

English  National  Opera, 

London  Coliseum 

Tel:  44-171-632  8300 
• Mefistofele:  by  Boito. 
Conducted  by  Oliver  von 

• New  York  Philharmonic: 
conducted  by  Paavo  Jerri  in 
works  by  Paul  Creston,  Bart6k 
and  J.  Brahms;  Mar  16 

conducted  by  Jorge  Peter  Weigle 
in  works  by  Wagner,  Brahms  and 
Strauss,  with  piano  soloist  Barry 
Douglas;  Mar  15 

Guide 

• London  Mozart  Players: 
conducted  by  Matthias  Bamert  in 
a programme  of  works  by 

Mozart  with  tenor  Mark  Tucker: 
Mar  18 

Dohnanyi  in  a new  staging  by  Ian 
Judge;  Mar  18 
• Parsifal:  by  Wagner. 

Conducted  by  Mark  Elder  in  a 
new  staging  by  Nikolaus 

conducted  by  Yuri  Temirkanov  in 
works  by  Shchedrin  and 
Stravinsky,  with  violin  soloist 
Hilary  Hahn;  Mar.  18,  19 

PARIS 

OPERA 

Op6ra  National  de  Paris,  Op6ra 
Bastille 

Mozart;  Mar  17 
• Vienna  Philharmonic 

Orchestra:  conducted  by 

Riccardo  Muti  in  works  by 

AMSTERDAM 

BOLOGNA 

OPERA 

• London  Sinfonietta:  Higglety 
Piggiety  Popl  and  Where  the 

Wild  Things  Are,  conducted  by 
their  composer  Oliver  Knussen; 
Mar  17 

Lehnhoff,  with  sets  by  Raimund 
Bauer  and  costumes  by  Andrea 
Schmidt- Futterer;  Mar  16 

OPERA 

Metropolitan  Opera,  Lincoln 
Center 

Tel:  33-1-4473  1300 
www. opera-de-paris.fr 

The  Magic  Flute:  by  Mozart. 
Conducted  by  Friedemann  Layer 
in  a staging  by  Robert  Wilson; 

Mar  15.  16.  17 

Mar  18 

• Vienna  Radio  Symphony 
Orchestra:  conducted  by  Heinrich 

DANCE 

Hot  Muaektheater 

Tel:  31-20-551  8911 

Dutch  National  Ballet 

programme  combining  the  Dutch 
premiere  of  Acts  of  Ugh*  by 
Martha  Graham,  with  the  world 
premiere  of  Krzysztof  Pastor's 
Bitter  Sweet  and  Balanchine  s 

Tet  39-51-529999 

La  Cena  delle  Beffe:  by 

MUNICH 

www.metopera.org 

The  Queen  of  Spades:  by 

Schiff  in  works  by  Beethoven 
and  Dvorak;  Mar  19 

Giordano.  Conducted  by  Bruno 
BartoJetti  in  a revival  of  Liliana 
Cavani's  staging,  first  seen  in 
Zurich  four  years  ago.  The  cast  is 
led  by  Daniela  Dessi  and  Alberto 
Cupido;  Mar  16, 18 

Royal  Festival  Hail 

Tel:  44-171-960  4242 
• BBC  Concert  Orchestra: 
conducted  by  Barry  Wordsworth 
in  works  by  Rossini,  Handel, 
Sibelius  and  Rimsky-Korsakov, 
with  violin  soloist  Tasmin  Little: 

CONCERTS 

Philharmonic  Gasteig 

Tel:  49-89-5481  8181 
• Bavarian  Radio  Symphony 
Orchestra:  conducted  by  Lorin 
Maazel  in  works  by  Bruckner; 

Mar  17 

Tchaikovsky.  Conducted  by 

Valery  Gergiev  in  a revival  of 

Elijah  Moshtosky’s  staging, 
designed  by  Mark  Thompson. 

The  cast  is  ted  by  Placido 
Domingo,  Galina  Gorchakova 

Opera  National  de  Paris,  Palais 
Gamier 

Tel:  33-1-43439696 
www.opera-de-paris.  fr 

La  Clemenza  di  Tito:  by  Mozart, 

TV  AND  RADIO 
• WORLD  SERVICE 

BBC  World  Service  radio  for 
Europe  can  be  received  in 
western  Europe  on  medium  wave 

Symphony  in  C;  Mar  19 

OPERA 

Netherlands  Opera,  Het 
Muzfektheater 

Tel:  31-20-551  8911 

Die  Zauberflfite:  by  Mozart. 
Conducted  by  Hartmut  Haenchen 
in  a revival  of  Pierre  Audi  s 
staging  co-directed  by  Sastoa 
Boddeke;  Mar  15, 18 

CHICAGO 

CONCERT 

Orchestra  Hall 

Tel:  1-312-294-3000 

wvsw.chicagosymphony.org 

Chicago  Symphony  Orchestra: 
conducted  by  Pierre  Boulez  in 
works  by  Stravinsky.  Debussy 
and  Berlioz,  with  harp  soloist 
Sarah  Bullen;  Mar  18 

Mar  16 

• City  of  Birmingham  Symphony 

Orchestra:  conducted  by  Simon 
Rattle  in  Nicholas  Maw’s 

Odyssey;  Mar  15 

• Stuttgart  Radio  Symphony 
Orchestra:  conducted  by  Yutaka 
Sado  in  works  by  Gershwin, 
Chopin  and  Prokofiev.  With  piano 
soloist  Ivo  PogoreJich;  Mar  18 

New  York  City  Opera,  New 

York  State  Theater 

Tel:  1-212-870  5570 
www.nycopera.com 

staging  by  Willy  Decker  with 
designs  by  John  MacFariane. 

Cast  Includes  Theo  van  der  Walt 
and  Christine  Goerke;  Mar  15, 18 

EUROPEAN  CABLE  AND 
SATELLITE  BUSINESS  TV 

• Philharmonia  Orchestra: 
conducted  by  Benjamin  Zander 
in  a selection  of  waltzes  by  J. 
Strauss,  and  Mahler's  Symphony 
No.  5;  Mar  18 

EXHIBITION 

Tate  Gallery 

Tet  44-171-887  8000 

Jackson  Pollock:  arriving  to 

London  from  New  York,  this  . 

OPERA 

Bayerische  Staatsoper 

Tel:  49-89*2185  1920 
www^taats  thea  ter.  bayem.  de 

Katya  Kabanova:  by  JanaCek. 

• Lizzie  Borden:  by  Jack 

Beeson.  New  production 
conducted  by  George  Manahan 
in  a staging  by  Rhoda  Levine, 
with  Phyllis  Panceiia  in  the  title 
role;  Mar  18 

SAN  FRANCISCO 

CONCERTS 

Davies  Symphony  Hall 

Tel:  1-415-864  6000 
www.sfsymphony.org 

Monday  to  Friday,  GMT: 

06.30;  Moneyline  with  Lou  Dobbs 
13J3Q:  Business  Asia 

19.30:  World  Business  Today 
22.00:  World  Business  Today 

BERLIN 

OPERA 

Deutsche  Opor 

DRESDEN 

OPERA 

staging  by  David  Pountney,  with 
sets  by  Stefanos  Lazaridis  and 
costumes  by  Marie  Jeanne 

Lecca;  Mar  17 

Conducted  by  Guido  Johannes 
Rumstadt  to  a staging  by  Mark 
Lam  os  first  seen  in  November, 
with  sets  by  Michael  Yeargan; 

San  Francisco  Symphony 
Orchestra:  conducted  by  Herbert 
Blomstedt  in  works  by  Berwald 
and  Brahms;  Mar  18,  19 

Update 

• Business/Market  Reports: 

05:07;  06:07;  07:07;  08:20;  09:20; 

Tel:  49-30-34384-01 
m Alda:  by  Verdi-  Conducted  by 

major  retrospective  of  the 

Abstract  Expressionist  comprises 
around  80  painttogs  and 
drawings  drawn  from  major 
public  and  private  collections 

Ariadne  auf  Naxos:  by  R 

Strauss.  Conducted  by  Colin 

Davis  in  a new  staging  by  Marco 
Arturo  Marelli.  Cast  includes 

NEW  YORK 

CONCERTS 

Avery  Fisher  Had,  Lincoln 

TOKYO 

14:20. 

Lawrence  Pester  in  a staging  by 
G6tz  Friedrich;  Mar  15  .. 
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by  Jacques  Deiacote  in  a staging 
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At  08:20  Tanya  Beckett  of  FTTV 
reports  live  from  UFFE  as  the 
London  market  opens. 
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FT  INTERVIEW  ALEKSANDER  KWASNIEWSKI __ 

Polish  passion 

Stefan  Wagstyi  and  Christopher  Bobinski  meet  Poland’s  popular  president,  a 
former  communist  who  has  embraced  market  reforms  and  taken  his  country  into  Nato 


l>'' 


Aleksander  Kwas- 
niewski, the  Pol- 
ish president  who 
took  his  country 
into  Nato  last  week,  speaks 
like  a man  at  ease  with 
power  and  its  privileges. 
Even  his  political  enemies 
respect  the  way  this  former 
communist  has  grown  into 
his  job  In  the  2'z  years  since 
taking  office. 

When  the  Berlin  Wall 
came  down  10  years  ago.  few 
people  would  have  predicted 
that  one  of  the  most  popular 
politicians  in  eastern  Europe 
would  be  an  ex-member  of 
the  nomenklatura.  Least  of 
all  in  Poland,  the  country  of 
Pope  John  Paul  H,  the  Soli- 
darity trade  union,  and  Lech 
Walesa. 

Yet  it  was  not  Mr  Walesa, 
but  Mr  Kwasniewski,  sports 
minister  in  the  last  Commu- 
nist government,  who  pre- 
sided over  Nato  entry.  He 
has  rarely  put  a foot  wrong 
since  he  defeated  Mr  Walesa 
in  the  1996  presidential  elec- 
tions. (Mr  Kwasniewski  ran 
as  the  candidate  of  the  ex- 
communist  Left  Democratic 
Alliance,  or  SLD.)  The  hand- 
some. 44-year-old  politician 
is  now  so  far  ahead  in  opin- 
ion polls  that  the  Solidarity- 
linked  parties  on  the  politi- 
cal right  are  struggling  to 
prepare  for  next  year's  presi- 
dential polL 

If  he  runs  again  and  wins. 
Mr  Kwasniewski  could  still 
be  in  office  when  Poland 
joins  the  EU  early  in  the 
new  century,  assuming  nego- 
tiations with  Brussels  go 
well.  The  man  who  started 
his  political  career  looking 
east  for  guidance  would  then 
hai'e  completed  his  coun- 
try's reorientation  towards 
the  west. 

Mr  Kwasniewski  talks  elo- 
quently about  the  sea- 
change  in  Poland's  interna- 
tional position.  In  joining 
Nato.  Poland  is  entering  a 
50-year-oid  alliance  “wedded 
to  democracy,  free  markets 
and  the  defence  of  human 
rights". 

Security  is  all-important 
for  a country  which  has 
been  a battlefield  for  hun- 
dreds of  years,  he  says.  But 
Poland  has  to  play  a serious 
role  in  N'ato.  in  particular  in 


keeping  alive  plans  for  fur- 
ther eastward  expansion. 

“The  open-door  policy 
must  not  be  just  an  empty 
slogan,”  he  says.  EU  entry  is 
more  difficult  because  of  the 
complexity  of  preparing  the 
whole  economy  to  EU  stan- 
dards. He  recognises  the 
union's  problems  in  simulta- 
neously implementing 
enlargement  internal  reform 
and  the  launch  of  the  euro. 
He  says  he  also  sees  “a  sense 
of  tiredness”  in  the  west 
following  the  great  upheav- 
als triggered  by  the  fall  of 
the  Berlin  WalL 

But  Mr  Kwasniewski, 
argues  that  rapid  change  in 
Poland  and  the  other  candi- 
date countries  will  drive 
enlargement  forward.  Poland 
plans  to  be  ready  for  entry 
by  the  end  of  2002.  “Whether 
the  EU  will  be  ready  for  us 
then  is  an  open  question. 
But  the  initiatives  are  con- 
tinuing [to  try  to  make  that 
possible]." 

Mr  Kwasniewski  looks 
pained  when  asked  to 
account  for  the  success  of 
his  political  transformation. 
He  clearly  so  much  enjoys 
the  present  that  he  hates  to 
be  reminded  of  his  commu- 
nist past.  He  says  it  is  a sign 
of  Poland's  “political  matu- 
rity” that  voters  are  ready  to 
support  him. 

"People  recognise  that  Pol- 
ish communism  was  not  so 
bad.  It  was  no  accident  that 
the  reforms  of  1989  [which 
led  to  open  elections  in 


Poland]  happened  with  Com- 
munist support.” 

Mr  Kwasniewski  might 
also  have  added  that  voters 
are  so  impressed  with  his 
performance  that  they  are 
prepared  to  set  aside  the 
past,  albeit  sometimes  reluc- 
tantly. In  opinion  polls  he 
scores  highly  for  intelligence 
and  good  looks,  but  gets  low 
marks  for  political  honesty. 

Unlike  Mr  Walesa  <who,  as 
president,  was  unable  to  cap- 
italise on  his  legendary  role 
as  Solidarity  leaden,  Mr 
Kwasniewski  has  mastered 
the  intrigues  of  Warsaw  poli- 
tics. Forced  to  co-habit  with 
a right-of-centre  govern- 
ment. he  might  easily  have 
been  limited  to  the  role  of  a 
political  spoiler.  Instead,  he 
has  actively  supported  the 
market-oriented  reforms  of 
Leszek  Balcerowicz,  the 
dynamic  finance  minister. 

Mr  Kwasniewski  is  pro- 
Nato.  pro-EU  and  pro- 
economic  modernisation,  but 
he  rarely  misses  a chance  to 
score  political  points. 

Last  year  he  intervened  in 
a heated  debate  over 
regional  reform  in  which  the 
government  was  planning  to 
cut  the  number  of  regional 
authorities  from  49  to  13  - to 
the  anger  of  people  in  dries 
which  were  about  to  lose 
their  status  as  regional  capi- 
tals. Mr  Kwasniewski  suc- 
cessfully pushed  for  16 
regions.  Not  a big  change  in 
the  overall  picture,  but 
enough  to  win  gratitude  in 


LETTERS  TO  THE  EDITOR 


A man  at  ease  with  power:  Aleksander  Kwasniewski 


at  least  four  places.  The 
president  says  all  reforms 
"produce  a reaction  from 
some  group  or  another”.  He 
believes  good  preparation  is 
all-important,  including  con- 
sultation with  those 
involved. 

For  example,  he  argues 
that  Poland's  recent  pension 
reforms  have  gone  smoothly 
because  the  groundwork  was 
laid  before  the  current  gov- 
ernment took  office  - not 
missing  the  chance  to  take 
some  credit  since  the  former 
government  was  led  by  the 
ex- Communist  SLD.  How- 
ever, he  says  this  year’s 
unpopular  reorganisation  of 
the  health  service  has  been 
badly  implemented,  and 
planned  education  reforms 
could  also  “end  in  a fiasco". 

Mr  Kwasniewski’s  greatest 
concern  is  for  Poland's 
villages,  which  have  seen 
little  progress  in  the  1990s. 
Farmers  recently  blocked 
roads  in  support  of  demands 
for  more  government  aid. 
Farming  families  feel  iso- 
lated by  a growing  gap 
between  city  and  rural 
incomes. 

“People  in  the  villages  ask. 
‘where  is  our  place  in  all 
these  reforms?’  We  need  to 
talk  to  Farmers  about  the  I 
EU.  We  need  to  tell  them  I 
that  while  there  will  not  be  i 
room  in  the  EU  for  every  ; 
Polish  fanner.  Polish  farm-  | 
ing  will  definitely  have  a 
place.”  the  president  says.  1 

Farmers  who  give  up  farm- 
ing must  be  found  other 
work  so  that  village  life  as  a 
whole  benefits  from  EU 
entry,  he  says. 

It  is  a theme  close  to  his 
heart,  since  Mr  Kwasniewski 
comes  from  a town  in  the 
depressed  rural  Koszalin 
region  in  northern  Poland. 
The  son  of  local  doctors,  he 
was  in  a good  position  as  a 
child  to  see  the  realities  of 
village  life.  He  says:  “The 
Polish  village  faces  a big 
structural  revolution.” 

But  Mr  Kwasniewski  does 
not  allow  himself  to  dweD 
too  long  on  the  subject.  He  is 
a politician  ruled  not  by 
passion  but  by  political 
instinct.  It  has  served  him 
well  so  far  and  promises  to 
do  so  in  future. 


Evidence  in  Europe  in  past  decade 
of  ‘anti-capitalist5  contradictions 


I From  Mr  Michael  Barratt 
Broom. 

Sir,  Samuel  Brittan  (“No 
end  of  work”,  March  4)  has 
taken  up  the  cudgels  in 
defence  of  the  system  and 
against  what  he  “the 
authors  of  anti-capitalist 
tracts”. 

His  arguments  are  less 
than  usually  convincing. 
They  are  concerned  to 
demolish  what  he  says  is  a 
dangerous  fallacy  - that 
growth  today  is  not  creating 
jobs.  He  compares  this  to  the 
“lump  of  labour  fallacy",  ie. 
that  there  is  only  a fixed 
amount  of  work  to  be  done 
and  therefore  increases  in 
productivity  must  reduce 
employment.  No  “anti- 
capitalist author"  to  my 
knowledge  believes  that; 
indeed,  it  is  their  whole  case 
that  jobs  can  be  created  by 
government  action. 

What  they  do  believe  is 
that  it  may  be  a very  long 
time  under  capitalism  for 
increases  in  productivity  in 


one  part  of  the -economy  to 
be  translated  into  new  jobs 
elsewhere.  In  the  meantime 
there  is  wasteful  and  dis- 
tressful unemployment  The 
examples  Sir  Samuel  gives 
from  ifrigHsfa  history  of  tech- 
nological change  - in  trans- 
port, sheep  fanning,  the 
Agricultural  He  volution,  the 
Industrial  Revolution  - 
show  precisely  that.  His 
advocacy  of  Increased  lei- 
sure as  a form  of  economic 
growth  is  of  course  to  be 
welcomed,  but  it  must  be 
voluntary  leisure. 

Sir  Samuel  seeks  to  pillory 
his  adversaries  with  what  he 
says  is  a contradiction  in 
their  thinking  - that  you 
cannot  warn  against  both 
failing  rates  of  productivity 
growth  and  jobless  growth;' 
it  must  be  one  or  the  other. 
But  it  must  be  accepted  that 
you  can  get  some  small 
increase  in  productivity 
from  a smaller  increase  in 
output  but  with  less  labour. 
What  we  have  had  in  Europe 


in  the  past  decade  compared 
With  eariier  decades  fa  just 
that:  lower  productivity 
Increases  and  lower  rates  of 
growth  with  less  labour. 

The  US  has  had  a different 
experience.  But  when  Sir 
Saning!  protests  against  crit- 
ics of  the  poor  quality  of  the 
jobs  there,  and  claims  the 
most  rapid  job  growth  has 
been  in  highly  sMBed  jobs, 
this  does  not  answer  the  fact 
that  the  largest  number  of 
new  jobs  in  the  US  has  been 
in  low -skilled  services. 

The  real  problem,  which 
he  evades,  is  there  has  been 
not  only  a widening  differen- 
tial between  the  better  paid 
and  the  less  well  paid  there, 
but  an  actual  fan  in  the  real 
famlngs  of  US  manual  work- 
ers over  three  decades  - 
surely  a recipe  for  slump. 

Michael  Barratt  Brown, 
Robin  Hood  Farm. 

Baslow, 

Bakewefl, 

Derbyshire  DE4  iPQ,  UK 


Hostages  to  ghosts  of  Stalin  and  Hitler 


From  Mr  Margers  Phmis. 

Sir.  Your  editorial  “Nato 
balancing  act  in  the  East” 
(March  10)  accords  too  little 
merit  to  the  desirability  of 
admitting  the  Baltic  states 
into  the  alliance  sooner 
rather  than  later.  Modern 
Estonia,  Latvia  and  Lithua- 
nia were  founded  after  the 
first  world  war.  in  the  same 
period  as  Poland,  Hungary 
and  Czechoslovakia.  The 
albatross  of  their  still  being 
thought  of  as  ex-Soviet 
republics,  and  somehow 
more  beholden  to  the  pas- 
sions of  Russian  xenophobes, 
started  only  with  the 
Molotov -Ribbentrop  Pact  of 
1939  and  the  resulting  Sonet 
occupation.  In  1940.  Stalin 
forcibly  annexed  these  coun- 
tries to  the  USSR.  Thus, 
even  after  Nazi  Germany's 
defeat.  Estonia.  Latvia  2nd 
Lithuania  were  the  only 


countries  not  to  have  at 
least  nominal  independence 
restored.  It  is  not  right  to 
use  tbe  legacy  of  their  long, 
brutal  and  illegal  occupation 
to  justify  denying  them  the 
right  to  rejoin  their  natural 
allies  in  the  west. 

When  Nato  was  founded, 
few  of  its  original  members 
could  present  a credible 
defence  against  the  growing 
Soviet  threat.  Even  fewer  of 
these  countries  bad  rebuilt 
their  economies  from  tbe 
destruction  of  war.  Nato  pro- 
vided security  not  only 
against  Soviet  hegemony.  It 
also  provided  a framework 
for  alliance  members,  some 
of  whom  had  been  historic 
enemies,  in  which  to  estab- 
lish mutually  beneficial  eco- 
nomic relationships  without 
fear  of  compromising 
national  security.  This  for- 
mula wfll  work  with  the  Bal- 


tic countries  today  as  well. 
Estonia  has  already  qualified 
to  begin  accession  talks  with 
the  EU,  Latvia  and  Lithua-' 
nia  are  not  far  behind. 

AH  three  Baltic  states 
have  been  active  partici- 
pants in  Nato  peacekeeping 
operations.  By  any  measure, 
these  countries  are  ready  to 
enter  negotiations  leading  to 
full  Nato  membership. 
Today,  we  have  a historic 
opportunity  to  advance  a 
virion  of  a Europe  that  is 
truly  unified,  democratic 
and  free.  Let’s  not  bold  the 
future  of  Estonia,  Latvia  and 
Lithuania  within  this 
Europe  hostage  to  the  ghosts 
of  Stalin  and  Hitler. 

Margers  Pnmis,  I 

Baltic  Association  to  j 

tbe  UN,  1 

115  West  183rd  Street.  ! 

Bronx,  NY  10453,  US 


Trade  should 
protect  natural 
resources 

From  Ms  Ror&rie  Ball  - ... 

Sir..  The  banana  dispute 
between  the:  US  and  the 
European  "Union  is  just  one  ■ 
of  many  increasingly- bitter 
battles  between  those  .intent 
on  liberalising  trade  at.  aH 
costs  (frequently  led  by  the 
US)  and  those  concerned  to 
develop  economies  sustaina- 
bly and  humanely  Soften 
championed  by  the  EU).  ■ 

' It  is  barely  a fortnight 
since  the  last  battle  between 
these  two  trade  titans.  In 
Cartagena,  Colombia^  the  US 
and  five  other  exporting- 
nations  of  genetically  -modi- 
fied food  (Argentina,  Austra- 
lia. Canada,  Chile  and  Uru- . 
guay)  prevented  the  EU  arid 
developing  countries  from 
agreeing  a Biosafety  • Proto- 
col to  regulate  safer  produc- 
tion of  and  trade  in  biotech- 
nology products.  They  did  so 
partly  on  the  grounds  that  , 
the  proposed  protocol  would 
clash  with  World  r Trade" 
Organisation  rules.  - • 

Free  trade  as  a principle  fa 
useless  if  the:  ..scarce 
resources  of  developing;' 

■ countries  are  destroyed  in 
its  pursuit  . . 

This  week,  in  response  io 
a proposal  from  Sir- Leon 
Brittan,  EU  trade  commis- 
sioner, the  WTO  wUl  host 
two  high-level  symposia^  one 
on  trade  and  the  environ- 
ment (March  15-lfirand  one 
on  trade  and -development  . 
(March  17-18).  These  meet- 
ings must  be  the  first  stage 
in  a process  to  revise  inter- 
national trade  to  protect  tbe 
human  . and  ' natural' 
resources  on  which  that 
trade  is  based.  " ' 

Developing  country 
ambassadors  should  be  at 
these  meetings  to  ensure 
their  needs  are  addressed. 

Ronnie  Hall, 
environment  and  7 
development  coordinator. 
Friends  of  the  Earth 
International. 

26-28  Underwood  Street, 
London  Nl  7JQ.  UK: 
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India’s  software  industry  is  thriving  thanks  to  the  millennium  bug.  : 
Krishna  Guha  and  Paul  Taylor  ask  whether  it  can  make  it  to  the  big-time  league 


Your  Gateway  to  -E 
the  Global  Market  I 

Amazon.  Del  Computers.  Genera!  Electric.  Each  of  C 
these  are  held  up  as  shining  examples  of  how  the  S 
use  of  eCommerce  has  generated  real  wealth.  ■ 

But  for  every  success  story  there  are  hundreds  ■ 
of  expensive  failures.  Many  of  these  are  characterised  : I 
by  a failure  to  understand  what  drives  the  growth  of  I 
eCommerce  and  what  it  takes  to  become  a major  player.  1 

This  invaluable  report  provides  a pragmatic  assessment 
of  the  eCommerce  market,  enabling  you  to  make 
decisions  about  whether  or  not  it  is  appropriate  for  your 
business  and,  if  so,  to  launch  a successful  venture. 
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Forget  Silicon  Val- 
ley. Investors 
looking  for  the  next 
Bill  Gates  should 
set  their  sights  on  India's 
software  entrepreneurs. 

Infosys  Technologies,  an 
18-year-old  company  based 
in  Bangalore.  India’s  capital 
of  high  tech,  last  week 
became  the  first  Indian  com- 
pany to  list  on  Nasdaq  along- 
side some  of  the  world’s 
leading  technology  stocks.  In 
India,  the  event  was  greeted 
as  the  coming  of  age  for  its 
software  industry. 

With  other  Indian  compa- 
nies planning  Nasdaq  list- 
ings, Nan  dan  Nilekani,  man- 
aging  director  of  Infosys. 
says  the  industry  is  moving 
on  to  a new  plane:  Indian 
software  companies  will 
enjoy  a higher  international 
profile,  their  access  to  capi- 
tal will  be  enhanced,  and 
companies  will  have  lucra- 
tive share-option  schemes 
fin  dollars,  of  course)  with 
which  to  attract  talented 
software  engineers. 

The  Infosys  listing  fa  a tes- 
tament to  the  extraordinary 
progress  made  by  India's 
software  industry  - the 
nation's  only  outright  suc- 
cess story  of  the  1990s. 

For  the  past  eight  years, 
the  sector  has  expanded  at 
annual  rates  of  more  than  SO 
per  cent.  The  growth  fore- 
cast for  this  year  is  70  per 
cent  The  value  of  the  Bom- 
bay market  software  index 
has  risen  15-fold  since  tbe 
start  of  1997. 

The  industry,  whose  star 
performers  include  Infosys, 
Wipro,  NTIT,  Satyam,  Tata 
Info  tech  and  Pentafour,  now 
commands  a market  capital- 
isation of  $15bn.  And  this 
does  not  include  Tata  Con- 
sultancy Services,  the  larg- 
est Indian  software  com- 
pany, which  is  still  in 
private  hands. 

Export  earnings,  estimated 
at  $2.6bn  this  year,  are  still 
modest  but  are  growing  rap- 
idly. The  government  fa  pre- 
dictably upbeat  A National 
Task  Force  on  Information 
Technology  recently  set  a 
target  of  S50bn  exports  by 
2008,  by  which  time  it  pre- 
dicts software  will  be  India’s 
biggest  export.  Many  indus- 
try insiders  believe  that  tar- 
get fa  too  conservative. 

And  yet  the  industry  fa  not 
20  years  old.  The  first  soft- 
ware companies  were  estab- 
lished in  the  mid-1980s. 


Nasdaq  fating:  India's  software  industry  has  progressed  rapidly 


when  the  government 
removed  tariff  barriers  and 
began  to  encourage  inward 
investment  from  US  technol- 
ogy groups. 

It  was  not  just  low  wages 
that  attracted  companies 
such  as  Texas  Instruments, 
Motorola  and  Oracle;  tbe 
educational  standards  of 
young  Indian  programmers 
and  their  command  of 
English  were  seen  as  impor- 
tant advantages  over  com- 
peting locations  elsewhere  in 
Asia  or  In  Eastern  Europe. 
Foreign  investment  spurred 
local  imitators  and  the  cre- 
ation of  wealth  on  an 
unprecedented  scale. 

Nevertheless,  a small  num- 
ber of  sceptics  suggest  that 
the  phenomenal  growth  of 
India's  software  industry 
this  decade  was  at  least 
partly  due  to  ah  accident  of 
timing. 

The  Year  2000  computer 
date  problem  triggered  a 
wave  of  demand  for  services 
which  could  not  be  met  by 
the  available  pool  of  pro- 
grammers in  Europe  and  tbe 
US.  So  problem  solvers 
began  outsourcing  some  of 
the  work  to  India. 

“God's  gift  to  India  was 
Y2K,”  says  Srinivasan  Raju, 
executive  director  of 
Satyam. 

But  will  tbe  country's  soft- 
ware entrepreneurs  have  a 
future  once  current  Y2K  pro- 
jects are  completed? 

Dewang  Mehta,  head  of 
the  National  Association  of 
Software  and  Services  Com- 
panies (Nasscom),  which  rep- 
resents most  Indian  software 
companies,  says  tbe  industry 
has  developed  enough  to 
flourish  beyond  2000.' 
Already,  big  companies  earn 


less  than  a quarter  of  reve- 
nues from  Y2K  re-coding 
work;  some  less  than  10  per 
cent. 

Mr  Raju.  of  Satyam.  says 
Y2K  work  gave  Indian  com- 
panies the  resources,  inter- 
national credibility.and  proj- 
ect management  skills  to 
progress  to  more  complex 
and  higher  value  contracts. 

This  is  not  to  ignore  some 
big  obstacles  In  the  path  of 
the  industry's  future  devel- 
opment 

First,  an  industry  that 
took  off  because  of  its  low- 
cost  base  is  now  beginning 
to  suffer  from  the  impact  of 
skills  shortages  and  wage 
inflation.  The  salaries  of 
Indian  software  program- 
mers are  still  only,  one-third 
of  their  US  counterparts,  but 
they  are  rising  at  a rate  of  25 
to  30  per  cent  a year,  accord- 
ing to  Mr  Nilekani  of 
Infosys.  “Unless  we  are  able 
to  get  commensurate 
increases  in  prices  we  will  be 
squeezed  on  margins,”  he 
says. 

The  high  cost  and  poor 
quality  of  India's  state- 
owned  telecommunications 
is  another  barrier  to  growth, 
and  the  industry  is  lobbying 
for  faster  telecoms  reform, 
with  some  success.  In  Janu- 
ary the  government 
announced  an  end  to  the 
public  sector  monopoly  in 
internet  service  provision, 
and  last  week  the  telecoms 
regulator  ordered  big  cuts  in 
fees  for  leased  lines. 

But  If  India  is  to  reach  its 
target  of  $50bn  software 
exports  by  2008.  it  needs  to 
educate  1.5m  programmers, 
and  provide  all  the  infra- 
structure demanded  by  high 
tech  companies. 


Just  air-conditioning  the 
offices  of  the  high-tech  sot- 
tor  will  require  2J2S0  MW  of 
power  in  a country  where 
power  blackouts  are  endemic 
and  force  most  software  - 
companies  to  rely  on' 
back-up  generators. . 

- Nirmal  Jain,  managing' 
director  of  Tata  Ihfotech,. 
believes  companies  will  only  ‘ 
succeed  in  higher  value  ser- 
' vices  if  they  have  -expertise 
in  business  sector*  as  well  ad : 
programming.  “We  have  to 
' build  vertical  industry  capa-  ’ 
bilities  which  will  help  us  go 
up  the  value  chain,”  he  says: ' 

Some  companies  are  plan- 
ning to  develop  nichfe  prod- 
ucts which  do  not  compete 
directly  with  existing  mar- 
ket leaders.  Others  want  to 
develop  products  that  can  be 
sold  on  to  US  software 
giants,  . 

Most  are  under  no  illu- 
sions about  the  fierce  compe- 
tition they  will  face  from 
existing  software  companies 
and  established  global  con- 
sultancy firms.  But - they 
believe  they  will  benefit 
from  two  fundamental" 
changes  in  the  IT  landscape: 
the  growth  of  the  inteniet- 
and  tbe  development,  .of 
e-commerce. 

“This  is  a new  market 
where  there  is  no  clear 
leader,  says  N.  Krishna 
Kumar,  chief  executive  of 
W ipro  Infotech.’  ■ He  says 
Indian  companies  are  poised, 
to  develop  e-commerce 
systems,  content,  interfaces,  . 
network  management.'  ; 
encryption,  and  business 
support  systems  suds  as  on- 
line billing.  . 

Moreover,  thie  internet  has  -- 
given  the  Indian  entrepre-  \ 
neur  a bridge  with  which -to 
reach  customers,  regardless' 
of  marketing  budgets  or  geo- 
graphical distance. 

"On  the  internet  Iiam  just . 
another  John,”  says  one  o£ 
India’s  top  software  execu- 
tives. “No-one  can  tefi  i am  a 
brown  John:"  ‘V 

Many  in  India  believe  the 
software  .industry  iis  the 
most  powerful  modernising  - 
force  in  their  country -today. 

It  competes  with  other  forces 
- organised  labour,  religious-  • 
fundamentalists,  oppressed; 
castes  - some  centuries  old-  ‘ 
How  the  software  industry  ' 
fares  in  this  contest  w31r. 
shape  not  only  its  own-su^-" 
cess,  but  the  kind  ofsmctry_ 
India  will  be  in  the  newmd' 
lennium  • 
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Leaving  the  fold 

Michiyo  Nakamoto  meets  a new  generation  of  Japanese  workers  who  have  forsaken  the 
securitv  of  lifetime  emnlnvmpnt  in  coamh  nf  more  fi  ilfillina  careers 
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A fresh 
jobs  for 

The  absence  of  Oskar  Lafontalne 
from  today’s  meeting  of  Euro- 
pean finance  ministers  is  likely 
to  create  a new  dynamic  in  the 
discussion  of  economic  policy. 
But  whether  the  resignation  of 
the  former  German  finance  min- 
ister results  in  a sharper  focus  on 
Europe's  deep-seated  problems 
remains  to  be  seen. 

The  Euro-11  committee  for 
countries  in  the  single  currency 
area  is  due  to  consider  several 
different  topics  which  bear  on  the 
problems  of  faltering  growth  and 
high  unemployment.  Mr  Lafon- 
taine  was  the  most  prominent  of 
those  who  saw  the  solution  as  a 
stimulus  to  demand  from  lower 
interest  rates  and  co-ordinated 
domestic  policies. 

His  view  was  strongly  reflected 
at  the  recent  congress  of  Euro- 
pean Socialists  in  Milan  and 
seemed  likely  to  be  influential  in 
shaping  the  “European  Employ- 
ment Pact",  which  is  being  pre- 
pared for  the  European  Union 
summit  in  Cologne  in  June. 

His  Keynesian,  prescriptions 
gained  most  support  from  those 
who  see  them  as  an  alternative  to 
the  harsher  requirements  of 
structural  reform.  The  impor- 
tance of  the  latter  has  been  urged 
by  Tony  Blair,  the  UK  prime  min- 
ister, and  in  a European  Commis- 
sion report  to  today’s  meeting  of 
Ecofin,  the  committee  of  all  15 
finance  ministers. 

The  list  of  structural  obstacles 
to  growth  is  a long  one:  it 
includes  excessive  regulation, 
laws  on  working  hours  and  the 


Clinton 

President  Bill  Clinton  has  as 
good  a chance  as  any  intermedi- 
ary of  breaking  the  impasse 
between  unionists  and  republi- 
cans in  Northern  Ireland.  For 
Gerry  Adams,  the  Sins  Ftiin  pres- 
ident. Mr  Clinton’s  approval  is 
vital  to  his  political  legitimacy. 
Among  .David  Trimble’s  Ulster 
Unionists,  distrust  of  the  US  pres- 
ident has  given  way  to  a certain 
grudging  respect. 

So  both  the  British  and  Irish 
governments  are  hopeful  that  Mr 
Clinton  can  kick  start  the  peace 
process  when  he  welcomes 
Northern  Ireland's  leaders  at  this 
week's  St  Patrick’s  Day  celebra- 
tions in  Washington.  Tony  Blair 
wants  him  to  use  ids  consider- 
able leverage  over  Sinn  Kin  to 
press  for  an  early  start  to  the 
process  of  IRA  arms  decommis- 
sioning. Bertie  Ahem,  Ireland's 
prime  minister,  hopes  that  if  Mr 
Adams  is  willing  to  compromise, 
Mr  Clinton  can  persuade  Mr 
Trimble.  Northern  Ireland's  first 
minister  elect,  to  accept  some- 
thing short  of  the  immediate 
destruction  of  arms. 

The  deadlock  centres  on  the 
meaning  of  the  decommissioning 
clauses  In  last  year's  Good  Friday 
agreement  Most  of  that  agree- 
ment farfuding  the  creation  of 
north -south  bodies  and  a ne  w 
Anglo-Irish  council,  is  now  in 
place.  But  it  can  come  into  opera- 
tion only  with  the  establishment 
of  a Northern  Ireland  executive. 

Mr  Trimble  insists  that  Sinn 


look  at 
Europe 

high  costs  of  firing  in  Fiance. 

and  rigid  national  wage  bargain- 
ing  structures  and  excessive  reg- 
ulation - such  as  on  shop  hours 
~ in  Germany. 

In  most  continental  countries 
excessive  taxes  inflate  the  costs 
of  employment  and  welfare  provi- 
sions create  big  disincentives  to 
work. 

Although  the  political  cost  of 
dismantling  such  barriers  is 
often  high,  there  has  been  a gen- 
eral consensus  towards  at  least 
some  liberalisation.  In  France, 
for  example,  small  businesses  are 
being  relieved  of  37  administra- 
tive burdens  and  some  of  the 
complexities  of  the  tax  system. 

Unfortunately,  such  impulses 
are  more  than  counteracted  by 
wrong-headed  intervention  in  the 
labour  market,  most  notably  the 
imposition  of  a 35-hour  week. 

In  France,  as  in  much  of  the 
rest  of  Europe,  two  things  are 
now  needed.  The  first  is  a re- 
emphasis  of  the  need  for  reforra- 
The  second  should  be  a recogni- 
tion that  Mr  Lafontalne  was  half 
right  Europe  is  suffering  from  a 
deficiency  of  demand. 

Fiscal  reflation  is  off  the 
agenda;  but  the  European  Cen- 
tral Bank  could  and  should  lower 
interest  rates.  This  would  put  an 
end  to  a disruptive  public  argu- 
ment stirred  up  by  Mr  Lafontaine 
and  encourage  the  other  finanre 
ministers  to  return  to  the  harder 
task  of  long-term  reform.  Much 
needs  to  be  done.  There  is  little 
time  to  lose  in  creating  a consen- 
sus for  action. 


mediates 

F6in  cannot  take  its  place  on  the 
multi-party  executive  unless  and 
until  the  IRA  has  begun  decom- 
missioning. Mr  Adams  retorts 
that  the  destruction  of  arms  was 
□ever  a precondition.  Unless  the 
impasse  is  broken  by  this  year's 
Good  Friday  on  April  2.  the 
whole  process  risks  collapse. 

In  strictly  legal  terms  Sinn 
Fein  may  be  right  that  the  settle- 
ment does  not  draw  an  exphric 
link  between  decommissioning 
and  the  creation  of  the  executive. 
But,  and  Mr  Clinton  accepts  this, 
it  does  impose  a powerful  moral 
and  political  obligation  on  repub- 
licans to  begin  the  process  of  dis- 
arming. If  Northern  Ireland  does 
return  to  violence,  there  will  be 
no  doubt  where  the  blame  lies. 

And  in  practical  terms,  were 
Mr  Trimble  to  accept  Sinn  F§in 
into  the  executive  without  any 
movement  on  arms,  he  would 
almost  certainly  lose  the  leader- 
ship of  his  own  party. 

That  said,  there  may  be  a 
workable  compromise.  It  requires 
that  Mr  Clinton  extract  assur- 
ances that  disarmament  would 
accompany,  if  not  precede,  Sinn 
Fein's  entry  into  government. 
Those  promises  would  have  to  be 
credible  and  detailed  enough  to 
win  endorsement  from  the  inde- 
pendent decommissioning  body 
headed  by  General  John  de  Chas- 
telaine.  To  that  end.  Mr  Clinton 
must  apply  strong  pressure  on 
Mr  Adams  while  seeking  to  per- 
suade Mr  Trimble. 


Tosbiaki  Iba  hardly 
strikes  you  as  a radical. 
Polite,  unassuming  and 
conservatively-dressed, 
Mr  Iba  seems  the  model  Japanese 
businessman.  But  his  personal 
history  would  make  many  Japa- 
nese gasp. 

Since  leaving  a secure  Job  with 
Japan's  ministry  of  posts  and 
telecommunications  six  years  ago 
he  has  held  seven  Jobs  at  seven 
companies. 

His  latest,  as  senior  analyst  for 
Tokyo-Mitsubishi  Securities,  is 
unlikely  to  be  his  last.  “1  want 
the  number  of  jobs  I have  held  to 
reach  double  digits,'*  Mr  Iba 
laughs. 

In  Japan's  consensus-oriented 
society,  people  like  Mr  Iba  used 
to  be  the  proverbial  nail  to  be 
hammered  back  into  the  board. 
But  job  prospects  are  changing  in 
Japan.  Last  week,  Sony 
announced  plans  to  fire  17,000 
workers  - only  the  latest  exam- 
ple of  huge  job  cuts  at  Japan's 
big  companies  that  are  ending 
the  country's  traditions  of  life- 
time employment. 

It  would  appear  that  Japan  is 
disbanding  the  army  of  submis- 
sive corporate  soldiers  who  sup- 
ported its  rise  to  economic  super- 
power. As  the  country  faces  a 
need  to  restructure  its  economy, 
individualists  are  moving  from 
being  distasteful  eccentrics  to 
models  of  hope  for  renewal. 

There  are  three  broad  reasons 
for  this.  First  and  most  impor- 
tant, there  is  a growing  view  that 
the  economy  needs  to  modernise 
and  that  it  requires  new  types  of 
workers  to  do  that. 

“While  labour  costs  in  Japan 
were  cheaper  than  in  the  west,  it 
was  possible  to  copy  the  west  and 
succeed.  But  now  that  la  bom- 
costs  are  higher  in  Japan,  we 
must  come  up  with  ideas  that 
neither  the  US  nor  Europe  can 
come  up  with,"  says  Haruo  Shi- 
mada,  economics  professor  at 
Keio  University  in  Tokyo.  “For 
that,  we  need  people  who  are 
willing  to  take  risks  and  ran  do 
something  different." 

Japan's  economic  miracle 
relied  on  a system  that  required 
loyalty  from  its  workers  and  a 
collective  will  to  rebuild  the 
nation  after  the  war  to  catch  up 
with  the  west 

"Western  values"  - individual- 
ity. creativity  - had  little  place  in 
that  order.  Corporate  salary  men, 
bureaucrats,  academics  and  poli- 
ticians all  had  a role  to  play  in 
“Japan.  Inc". 

In  return,  Japan's  particular 
brand  of  post-war  socialism 
promised  a degree  of  social  secu- 
rity and  equality  that  was  the 
envy  of  many  industrialised 
countries.  If  the  US  offered  equal 
opportunity  and  widespread 
inequalities  of  income,  Japan's 
social  capitalism  provided  equal- 
ity of  outcome  but  often  unequal 
opportunities. 

“In  the  digital  age,  what  used 
to  be  the  strengths  of  [a  company 
like]  Matsushita  - the  loyalty 
and  uniformity  of  employees  - 
have  increasingly  become  weak- 
nesses." says  MasatosM  Harada, 
manager  of  the  personnel  section 
at  Japan's  largest  consumer  elec- 
tronics manufacturer.  “It  is 
important  to  nurture  individual- 
ity. We  want  more  unusual 
people  with  unusual  talents  to 
join  Matsushita." 

At  the  same  time,  many  Japa- 
nese are  losing  faith  in  a system 
that  was  based  on  the  promise 
that  everyone  was  working  to 
create  a better  Japan. 

When  he  decided  to  become  a 
bureaucrat,  Mr  Iba  believed  he 
would  be  working  for  the  good  of 


French  banking 


Do  that  mandarin 


Hostile  takeovers  are  rare  in 
France.  Ope  as  large  and  politi- 
cally sensitive  as  Banque  Nat- 
ional de  Paris'  bid  for  Paribas 
and  Soddte  Generate  is  unprece- 
dented. French  dirigisme  has 
offered  little  scope  for  the  crude 
Darwinian  battles  of  English  and 
American  capitalism. 

So  as  BNP  breaks  the  mould,  it 
is  important  to  ensure  that  the 

restructuring  of  tbe  French  bank- 
ing system  takes  place  on  a level 
playing  field,  under  roles  which 
make  the  interests  of  sharehold- 
ers paramount  and  allow  a 
speedy  resolution. 

On  the  positive  side,  France 

now  h»g  a -coherent  framework 
for  the  conduct  of  takeovers, 
thanks  to  the  establishment  of 
the  Gmmafi  des  MarcMs  Finan- 
ciers, the  self-regulatory  author- 
ity set  up  in  1996,  which  has 
drawn  up  a reasonably  transpar- 
ent rule.  book.  The  CMF  per 
formed  respectably  in  the  1997 
battle  between  Rallye  and  vio- 
modes  for  the  retailer  Casino  and 
has  shown  keen  interest  in  the 

rights  of  minority  shareholder;. 

But  the  BNP  bid  will  be  its 
biggest  challenge  yet,  and  battles 
of  this  kind  tend  to  test  rule 
books  to  the  limit.  It  is  essential 
the  CMF  be  seen  to  be  scrupu- 
lously neutral,  not  least  because 
its  chief,  Jean-Frangois  I^petit,  is 

himself  a member  of  the  banking 

establishment 

That  might  reduce  the  chances 
of  the  bid  ending  up  in  the 


courts,  which  is  where  aggrieved 
protagonists  in  French  corporate 
restructurings  tend  to  seek  satis- 
faction. The  banking  industry, 
which  needs  to  reform  quickly  to 
face  mounting  European  competi- 
tion, cannot  afford  a prolonged 
legal  battle  on  top  of  a formal  bid 
process  which  could  last  months. 

The  French  government,  which 
blessed  the  Soctete  Gtoferale-Pari- 
bas  merger  that  triggered  BNP's 
bid,  seems  for  now  to  be 
restraining  its  interventionist 
tendencies,  but  it  could  use 
several  to  influence  the 

outcome. 

The  takeover  needs  the 
approval  of  a sub-committee  erf 
the  Banque  de  France,  though  it 
would  be  hard  for  it  to  argue  that 
BNP  is  not  a fit  and  proper 

organisation.  The  government 

could  (and  should)  examine  the 
competition  aspects  of  the  deal, 
since  the  merged  giant  would 
account  for  a significant  propor- 
tion of  some  markets,  less  justifi- 
ably, It  could  apply  pressure 
behind  the  scenes  or,  if  tbe  bid 
provoked  strong  labour  opposi- 
tion, intervene  on  grounds  of 
national  security. 

It  should  hold  its  hand.  Persis- 
tent dirigisme  has  done  much 
damage  to  the  French  banking 
industry  over  the  past  20  years. 
Apart  from  reviewing  the  compe- 
tition aspects  of  the  bid.  the  gov- 
ernment should  stay  on  the  side- 
lines and  allow  shareholders  to 
decide  their  best  interests. 


thing  again 

We  all  know  Taiwan’s  a 
high-tech,  go-getting  piece, 
churning  out  more  keyboards, 
mouses  and  monitors  than  the 
world  knows  what  to  do  with. 

What  Observer  didn’t  quite 
grasp  is  that  the  island  is  getting 
more  venerable  all  the  time. 

Taiwan's  starved  of  official 
recognition  from  most  countries 
in  the  world,  due  to  a diplomatic 
tiff  with  a certain  large  neighbour 
to  the  west  But  that  doesn't 
mean  it  can’t  have  any  ton. 

Last  week  it  rather  racily 
celebrated  the  138th  birthday  of 
its  foreign  ministry,  in  an  attempt 
to  boost  diplomatic  morale. 

Most  pundits  would  link  the 
ministry  with  die  Chinese 
republic  founded  in  1912,  whose 
government  was  later  chased  off 
the  mainland  by  the  Communists. 

But  tracing  bat*  Taiwan’s 
mandarins  to  the  real  things  of 
the  Qing  dynasty  malms  It  all 
seem  much  more  august 

There’s  at  least  one  difference 
though.  In  the  old  days,  the 
diplomats  were  keen  to  fend  off 
the  over-eager  attentions  of 
Western  diplomats. 

Today,  tint  couldn't  be  less 
true. 

All  mod  cons 

Some  condominiums  are  In 
suburbs.  Otoera  aren't  One  of 
die  more  surprising  examples  of 


the  country.  That  may  have  been 
true  when  Japan  was  striving  to 
raise  its  living  standard  to  the 
level  of  the  west  and  the  growing 
economy  benefited  everyone.  But 
now  that  the  catching  up  has 
been  done,  "the  actual  work  we 
did  bad  nothing  to  do  with  tbe 
good  of  the  country.  We  were 
serving  vested  interests,"  he 
says. 

A graduate  of  Tokyo  Universi- 
ty's prestigious  law  department, 
Mr  Iba  recalls  that  his  family  was 
upset  and  puzzled  by  his  decision 
to  leave  tbe  ministry.  “But  I felt  I 
could  not  do  such  a job  even  if  I 
were  paid  very  welL" 

For  a growing  number  of 
young  Japanese  like  Mr  Iba,  the 
social  values  handed  down  by  the 
older  generation  ring  hollow.  If 
questionnaires  are  anything  to  go 
by,  younger  Japanese  have 
become  more  concerned  about 
“personal  fulfilment"  than  even 
Americans  or  Britons. 

According  to  a recent  poll  of 
1,000  people  between  the  ages  of 
18  and  24  in  Japan  and  several 
other  countries,  conducted  by 
Japan's  Management  and  Co-or- 
dination Agency.  29  per  cent  of 
Japanese  youths  think  people 
work  to  fulfil  their  potential, 
against  just  7 per  cent  in  the  US 
and  10  per  cent  in  the  UK.  Only 
59  per  cent  of  Japanese  said 
people  work  to  earn  a living, 
compared  with  90  per  cent  in  the 
US  and  88  per  cent  in  the  UK. 

That  may  reflect  the  second 
broad  reason  why  individualists 
are  the  new  heroes  of  the  Japa- 
nese workforce*,  the  relatively 
recent  ending  of  lifetime  employ- 
ment which,  in  the  US  and  UK, 
either  ended  long  ago  or  was 
never  strongly  established. 

“When  I graduated  from  col- 
lege 20  years  ago,  most  men 
expected  to  stay  in  the  company 
they  Joined  throughout  their 
working  career,"  recalls  Ynko 
Sakiyama  in  the  placement  sec- 
tion of  Waseda  University  in 


the  phenomenon  is  about  to  pop 
up  in  the  Balkans. 

Although  the  word 
condominium  sets  Observer 
thinking  of  high-rise  buildings 
and  tenants'  meetings,  that’s 
probably  due  to  a woeful  lack  of 
a classical  education. 

Latin  scholars  can  see  at  a 
glance  that  the  word  implies 
shared  ownership.  Indeed,  the 
things  have  been  around  for 
centuries. 

The  Duke  of  Holstein  and  the 
Danes  set  up  a condorrunfum  in 
the  eariy  1700s,  the  British 
pondered  another  in  Sudan  at 
the  turn  of  the  century,  and  until 
1980  the  far-flung  islands  of 
Vanuatu  wan  one  under  the 
British  and  the  French. 

The  latest  appearance  of  the 
c-word  is  In  the  disputed 
Bosnian  town  of  Brcko,  where 
Nsto  troops  are  handing  out 
leaflets  to  angry  Serb  residents 
to  explain  why  ffs  good  to  be  a 
condominium. 

Back  in  1995,  as  Bosnia’s  civil 
war  drew  to  a close,  the 
map-drawers  couldn't  agree 
whether  the  Serbs  should  keep 
Brcko,  or  whether  it  should  be 
returned  to  its  previous 
Moslem- Croat  majority. 

A deal  readied  this  month 
meant  the  Serb  and  non-Serb 
halves  of  Bosnia  would  share 
Brcko  as  - a condominium. 

Most  people  will  have  no 
experience  of  such  an  exotic 
concept  But  the  burghers  of 
Brcko  may  be  In  luck.  Because  in 
a previous  existence  the 


Tokyo.  But  as  Japanese  compa- 
nies trim  their  workforce  and 
even  long  established  companies 
disappear,  “students  have 
changed  their  attitude  towards 
work.  They  choose  jobs  that  they 
feel  are  satisfying  rather  than 
joining  a company  in  order  to 
earn  money."  she  says. 

One  result  of  tbe  trend  is 
higher  unemployment,  as  people 
increasingly  seek  - and  reject  - 
jobs.  Official  figures  for  job- 
lessness in  Japan  put  it  at  a mod- 
est A3  per  cent,  although  that 
still  is  a record.  Unemployment 
among  15-  to  24-year-olds  was  put 
at  7.4  per  cent,  according  to  the 
Ministry  of  Labour.  But  many 
argue  Japan's  official  figures 


underestimate  the  real  figure  by, 
for  example,  counting  50-year- 
olds  who  have  lost  tbeir  jobs  as 
“retired”.  Economists  put  tbe 
real  unemployment  figure  at 
10-12  per  cent  of  the  workforce. 

Tbe  number  of  jobless  has  trig- 
gered alarm  in  some  corners,  but 
the  more  flexible  attitude 
towards  job  mobility  is  also  a 
sign  that  Japan  is  moving 
towards  the  kind  of  labour  mar- 
ket needed  to  revitalise  the  econ- 
omy by  encouraging  new  types  of 
work  and  new  companies. 

Although  still  rare,  younger 
Japanese  are  keen  to  start  then- 
own  businesses  and  dream  of 
becoming  Japan’s  Bill  Gates. 

Take,  for  example,  Kazuhiro 
Ogura,  who  began  his  internet 
marketing  and  software  company 
while  still  a third-year  student  at 


American  ambassador  who  runs 
the  Balkan  town  was  envoy  to.  of 
all  places,  Vanuatu. 

Mournful  silence 

Remember  Russia’s  heroic  days 
of  summer  1991?  Mikhail 
Gorbachev  was  confined  to  his 
dacha,  Boris  Yettsin  clambered 
atop  a tank  and  the  exiled  celBst 
Mstislav  Rostropovich  flew  back 
to  Moscow  to  lend  moral  support 
against  the  hardline  coup. 

Some  people  have  forgotten  - 
at  least  Rostropovich  thinks  so. 
He's  livid  at  a poor  review  he  got 
in  December  and  says  he’ll  never 
play  in  Russia  again. 

The  cellist  bridles  at  being 
dubbed  a has-been,  “it’s  over." 
he  says.  “I  don't  want  my 
concerts  to  be  a punishment" 
Russia,  he  thinks,  is  full  of 
ingrates,  if  you  needed  reminding 
that  the  inspiring  time  when 
Russia  threw  off  Communism 
has  gone  - you  Just  got  rt. 

Heading  north 

So  you  thought  Canada  was 

squeaky-clean? 

The  country’s  reputation  for 
openness  took  a beating  last 
week  in  that  latter-day  arena  for 
international  disputes:  the  World 
Trade  Organisation. 

Canada  tried  to  defend 
subsidies  for  Bombardier,  the 
aerospace  company.  The  WTO 
wasn’t  impressed. 

It  wasn't  just  that  the  Trade 
Ubermeistere  drought  all  those 


Tokyo’s  HHotsubashi  University. 
At  a time  when  most  of  his 
friends  were  busy  doing  inter- 
views with  big-name  companies. 
Mr  Ogura  was  too  busy  running 
his  business  to  make  it  to  the 
company  visits. 

“I  thought  very  seriously  about 
whether  I should  join  a company 
or  continue  the  business,"  he 
says.  “My  parents  were  very 
opposed  to  the  idea  of  me  not 
getting  a job.  but  I wanted  to  do 
something  that  would  have  an 
impact  on  the  Japanese  econ- 
omy.” 

Although  he  was  a lone  figure 
in  a university  whose  students 
are  widely  sought  after  by  top 
companies.  Mr  Ogura  believes 


Japan  is  changing.  “Most  of  my 
friends  do  not  expect  to  stay  at 
one  company  for  ever.  Many  say 
that  they  will  become  indepen- 
dent after  a few  years.” 

If  Mr  Ogura  were  to  join  a com- 
pany. he  says  he  would  prefer  a 
small  one  where  he  could  make  a 
difference,  rather  than  a large 
company  where  he  would  be  just 
one  among  thousands. 

The  third  reason  for  the  change 
in  Japanese  attitudes  to  work 
and,  more  broadly,  in  the 
nation's  social  contract  lies  in 
the  increasing  participation  of 
women  in  the  workforce. 

The  division  of  labour  between 
men  and  women  is  slowly,  but 
steadily,  breaking  down  as  more 
women  decide  to  continue  work- 
ing after  marriage  or  childbirth. 

Nearly  50  per  cent  of  Japanese 


sober-suited  Canadians  were  too 
forthcoming  with  the  filthy  lucre. 
The  Canucks,  the  WTO  panel 
said,  just  "outright  refused"  to  tell 
them  what  they  needed  to  know. 

Canada  said  it  risked 
compromising  “cabinet  privilege" 
if  it  gave  up  the  relevant 
documents.  But  what  about  the 
country’s  good  guy  image? 
Observer  knows  there  are 
attractions  to  playing  the  strong, 
silent  type.  But  this  might  be 
going  too  far. 

Robin  sees  red 

British  foreign  secretary  Robin 
Cook  is  having  a torrid  time. 

First  the  tabloid  press 
discovered  that  he'd  been 
involved  in  a liaison  dangereuse, 
so  Cook  ditched  his  wife. 

Then  he  couldn't  quite  make 
clear  whether  he  was  in  favour  of 
arms  shipments  to  the  war-tom 
country  of  Sierra  Leone. 

Now  the  foreign  secretary 
admits  he  was  slipped  copies  of 
draft  reports  by  MPs. 

Parliament  is  buzzing  with 
speculation  about  Cook's  future. 
Some  people  dose  to  the  top 
have  even  started  musing  on 
what  to  do  should  the  foreign 
secretary  be  totally  winged.  If  he 
goes  in  the  summer,  word  is  he 
could  be  replaced  by  the  popular 
Northern  Ireland  secretary  Mo 
Mowlam.  She's  got  a reputation 
for  fruity  language.  But  nothing 
compared  to  Cook's  if  the 
whispering  campaign  continues 
to  gather  pace. 


women  work  and  the  number  of 
female  managers,  while  still  a 
minority,  has  risen  from  190,000 
in  1990  to  210,000  in  1998. 

After  giving  birth  to  a daughter 
last  summer.  Mikie  Kiyoi 
returned  to  her  job  as  director  of 
the  Internationa]  press  division 
at  the  foreign  ministry.  “In  Kasu- 
mjgasekj  [home  to  many  central 
government  offices]  there  are 
many  married  female  bureau- 
crats with  children,  especially 
among  the  younger  generation," 
she  says. 

When  Ms  Kiyoi  joined  the  for- 
eign ministry  in  1978.  she  was  the 
first  female  bureaucrat  to  be 
recruited  for  two  decades.  Today, 
there  are  three  female  directors 
in  the  ministry,  including  Ms 
KivoL  “For  female  bureaucrats, 
rthe  ministry's)  institutionalised 
equal  opportunities  [programme] 
works  positively.”  she  says. 

Most  Japanese  women  are  less 
fortunate  than  Ms  Kiyoi.  The 
first  victims  of  the  recession  were 
women  graduates  who  could  not 
find  jobs  as  companies  cut  back 
on  tbeir  female  recruitment. 

By  western  standards,  the  pace 
of  change  in  Japan  is  excruciat- 
ingly slow.  After  all.  in  spite  of 
calls  for  greater  individuality  by 
personnel  managers.  Matsushita 
employees  still  sing  the  company 
song  twice  a day. 

But  the  modest  changes  that 
are  occurring  in  the  traditional 
mind-set  may  provide  Japan’s 
best  hope  for  revitalisation. 

“Tbe  need  the  Japanese  feel  to 
be  tbe  same  is  the  root  of  many 
of  the  country’s  problems.”  says 
Mr  Shimada.  So,  too,  is  the  belief, 
expressed  in  an  old  Japanese 
proveih.  that  “it  is  better  to  seek 
shelter  in  the  shadow  of  a big 
tree".  But  Yoshihiko  O has  hi,  who 
gave  up  a 13-year  career  with 
Nissan  Motor  to  join  a foreign 
consultancy  firm,  believes  it  is  a 
need  the  country  must  shake  off. 
He  says:  “The  choice  Japan  faces 
is  to  change  or  die." 


100  years  ago 


The  Philatelic  Craze  Reaches 
To  A Remarkable  Extent 
A catalogue  has  been 
published  in  London  in  which 
the  value  of  every  postage 
stamp  is  given.  In  a letter 
accompanying  the  little 
volume,  the  publisher  has  sent 
us  some  interesting 
information  on  the  stamp 
question. 

It  appears  that  the  total 
number  of  ail  known  varieties 
of  postage  stamps  so  far 
issued  by  the  different 
governments  of  the  world  is 
13,811,  of  which  131  are 
British  and  3,843  belong  to  the 
British  Colonies  and 
Protectorates. 

The  United  States  heads  the 
list  as  the  most  prolific 
producer,  with  287  kinds  to  its 
credit  Spain  comes  next  with 
278,  followed  by  San  Salvador 
with  272,  and  Uruguay  and 
Shanghai  have  215  each. 

The  rarest  stamps  are,  of 
course,  the  most  valuable. 

One  Hawaiian  stamp  is 
appraised  at  £800,  while  two 
of  the  earliest  stamps  of 
Mauritius  and  one  of  British 
Guiana  are  worth  £1,000  each. 

The  missed  opportunities 
offered  by  the  waste  paper 

baskets  of  those  who  had 
correspondents  in  Mauritius  , 
some  fifty  years  ago  must 
make  the  mouths  of  the 
office  boys  of  the  present  day  i 
water. 
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'Students  have  changed  their  attitude 
towards  work.  They  choose  jobs  that 
they  feel  are  satisfying  rather  than 
joining  a company  in  order  to 
earn  money' 
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Dial  D for  defence 


A good  structure,  not  enough  red  meat. 
That  is  the  likely  verdict  on  Telecom  Ital- 
ia’s defence  plan  announced  last  week. 
The  acquisition  of  the  minority  shares  in 
its  Telecom  Italia  Mobile  subsidiary,  the 
conversion  of  savings  shares  into  voting 
shares  and  the  spin-off  of  non-core  assets 

- all  look  sensible. 

What  was  lacking  was  any  serious 
attempt  to  gear  up  its  balance  sheet  True, 
Telecom  is  promising  to  buy  up  to  10  per 
cent  of  its  shares.  But,  at  current  market 
prices,  that  will  cost  only  €7bn  t$7.63bn), 
increasing  the  group’s  net  debt  to  eisbn. 
Telecom  does  not  need  to  take  gearing  to 
the  extremes  proposed  by  Olivetti,  which 
envisages  net  debt  of  about  €42bn.  But 
given  Telecom's  prodigious  cashflow  - 
last  year's  earnings  before  interest,  tax, 
depreciation  and  amortisation  was  €12bn 

- it  could  comfortably  support  borrowings 
of  €25bn. 

That  apart,  the  industrial  plan  looks 
credible.  Straightforward  cost  cutting  of 
€500tn  a year  - roughly  5 per  cent  of  its 
cost  base  - ought  to  be  easily  achievable. 
Indeed,  if  jobs  are  cut  by  20,000  in  the  core 
business,  the  savings  should  be  bigger. 

The  integration  of  Telecom  and  TIM 
also  makes  sense.  Fixed  and  mobile  com- 
munications are  converging  and  TIM'S 
marketing  expertise  could  be  used  to  pep 
up  Telecom’s  performance.  In  all,  Telecom 
is  promising  annual  pre-tax  synergies  - 
from  both  cost-cutting  and  revenue 
enhancements  - of  €650m.  Some  of  this, 
of  course,  could  be  achieved  without  tak- 
ing full  control  of  TIM.  But  the  premium 
it  is  paying  to  the  minority,  about  €2.5bn. 
seems  reasonably  good  value  for  money. 

Meanwhile,  the  conversion  of  savings 
shares  into  ordinary  shares  is  being 
achieved  by  an  ingenious  market-based 
mechanism.  The  main  niggle  here  is  that 
Telecom  is  not  employing  the  same  mech- 
anism for  dealing  with  TIM’S  savings 
shares.  Holders  of  these  are  being  slightly 
roughly  treated  compared  to  TIM'S  ordi- 
nary shareholders. 

Olivetti,  of  course,  is  crying  fouL  The 
net  effect  of  all  Telecom's  plans,  if  share- 
holders approve,  will  be  to  increase  the 
number  of  ordinary  Telecom  shares  by 
over  80  per  cent  That  would  make  it  an 
altogether  larger  target  to  swallow. 

But  if  Olivetti  really  has  a good  indus- 
trial plan  - at  the  moment,  a big  “if’  - it 
is  not  out  of  the  game.  True,  it  cannot 
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One  plausible  conspiracy  theory  is  that 
the  investment  bank  could  aid  up  with 
the  US  firm  Donaldson  Lufkin  & Jenrette, 
in  winch  Axa  has  a controlling  stake.  It 
does  look  as  though  the  “stand  alone” 
part  of  Paribas  In  BNP’s  plan  might  be  for 
sale.  But  all  this  assumes  that  it  is  only 
up  to  the  French  banks  as  to  how  they 
reorder  the  sector.  In  doing  so,  they  might 
fed  they  are  complying  with  the  French 
government’s  desire  to  see  a couple  of 
French-based  champions  in  the  euro-zone. 
But  the  intervention  of  a foreign  bank, 
such  as  Dresdner,  could  bust  up  the  most 
promising  domestic  combination:  that  of 
BNP  and  SG.  Even  so.  investors,  includ- 
ing Axa,  would  stm  have  profited  from 
the  Shake-up. 


continue  with  the  same  structure  of  offer- 
ing ordinary  shareholders  mostly  cash 
and  bonds,  while  forcing  the  savings 
shareholders  to  stick  with  non-voting 
stock.  But  it  could  recast  its  offer  so  that 
all  shareholders  are  offered  a mix  of  cash, 
shares  and  bonds.  That  would  certainly  be 
fairer. 


Credit  cards 


French  banks 


It  is  France  so,  according  to  popular 
mythology,  someone  must  be  pulling  the 
strings  in  this  French  banking  drama  If 
not  the  government,  then  how  about  the 
wily  Claude  Bdbdar  of  Axa.  die  insurance 
group?  Well,  at  this  stage  he  is  a lone 
voice  on  the  Paribas  board  in  favour  of 
accepting  BNP's  double-headed  bid  for 
Paribas  and  its  preferred  partner,  Soctetfi 
G£n6rale.  And  .with  Axa’s  stakes  in  Pari- 
bas and  BNP  relatively  small  at  6 per  cent 
to  7 per  cent,  surely  it  is  Ear  fetched  to  see 
him  as  the  magus  in  this  affair.  What  will 
matter  in  the  end  are  the  views  of  the 
majority  of  shareholders. 

Mr  Bebear  has  influence  and  so  Ear  has 
used  it  to  good  effect.  He  helped  prod 
Paribas  into  action  by  criticising  it  last 
year.  By  backing  BNP's  plan,  he  epit- 
omises what  should  be  a growing  view  in 
France  that  it  makes  sense  to  put  two  big 
domestic  banks  - BNP  and  SG  - together, 
despite  the  wails  about  potential  job 
losses.  He  is  also  supporting  the  effective 
break-up  of  Paribas  - again  something 
worthy  of  serious  consideration  as  invest- 
ment banking  and  consumer  credit  do  not 
naturally  fit  together. 
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Europe  today 

Scandinavia  win  have  showers  in 
the  west  but  elsewhere  It  will  be 
mostly  dry,  cold  and  fairly  sunny. 
The  Low  Countries  and  Germany 
will  also  be  dry  and  sunny. 

France  wiH  be  sunny,  particiiarly 
In  the  north  Most  of  the  Iberian 
Peninsula  will  be  dry  with  a fan- 
amount  of  sun  but  there  will  be 
showers  between  the  Costa  del 
Sol  and  Valencia  and  perhaps 
even  the  odd  thunderstorm  Inland 
from  the  Algarve.  The  eastern 
Mediterranean  will  be  dry,  warm 
and  sunny. 

Five-day  forecast 

Scandinavia  will  be  milder  but 
very  wet  in  the  south  with  strong 
winds  In  the  west  The  eastern 
Mediterranean  will  turn  much 
colder  with  heavy  showers  break- 
ing out  Western  and  central 
Europe  wifl  become  rather  mild 

and  there  will  be  plenty  of  spring 
sunshine. 
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US  NATIONAL  SECURITY  ADVISER  DENIES  HE  IS  AT  FAULT  0V& iNA 

Berger  refuses  to  resign 
over  nuclear  secrets  loss 
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Ely  Tony  Walker  and  Nancy  Dunne  in 
Washington  and  Stephen  Hdler  in  Paris 


If  you  are  an  8001b  gorilla,  you  should 
throw  your  weight  about  Citigroup’s 
aggressive  move  in  the  credit  card  mar- 
ket, where  it  has  left  Visa’s  board  to  take 
heavy  volumes  of  business  to  MasterCard, 
is  just  the  kind  of  behaviour  investors 
have  wanted  to  see  since  last  year's 
merger.  Citigroup  plainly  wants  to  create 
a global  consumer  brand  and  is  no  longer 
prepared  to  share  the  limelight  with  Visa, 
currently  the  world's  most  recognised 
financial  brand.  It  seems  to  have 
gained  better  terms  from  smaller 
MasterCard. 

But  this  is  more  than  just  Citigroup 
exercising  its  new  clout.  It  is  also  the  kind 
of  imaginative  marketing  the  group 
needs,  to  realise  its  bold  predictions  about 
cross-selling.  If  Citigroup  does  produce  a 
"Cittcard”  it  may  lose  market  share  to 
Visa  for  a few  years,  but  should 
strengthen  its  brand  name  in  the  long 
run. 

It  is  harder  to  see  which  of  the  credit 
card  associations  is  being  cleverer.  Visa 
has  stuck  resolutely  to  promoting  only  its 
own  logo,  while  MasterCard  appears  will- 
ing to  turn  into  a provider  of  back  office 
services  to  the  largest  card  issuers.  Lon- 
ger term,  it  is  hard  to  see  either  owner- 
ship structure  surviving.  Both  have  about 
23,000  member  banks  and  as  the  Citigroup 
spat  shows,  the  interests  of  smaller  and 
larger  members  are  diverging  rapidly.  It 
would  be  in  everyone's  best  interests  for 
Visa  and  MasterCard  to  go  public  as  soon 
as  possible. 


Sandy  Berger,  US  national  security 
adviser,  yesterday  fought  back 
against  accusations  he  bad  not 
moved  quickly  enough  to  protect  the 
secrets  of  American  nuclear  weapon 
laboratories. 

Mr  Berger  argued  that  it  was  not 
until  1897  that  it  became  clear  that 
security  at  US  labs  was  inadequate, 
and  by  1998  be  had  introduced 
“sweeping  reforms"  to  protect  scien- 
tific secrets.  Speaking  on  US  televi- 
sion, he  said  that  he  had  no  inten- 
tion of  resigning. 

Allegations  that  China  stole 
nuclear  secrets  from  US  National 
Laboratories  in  Los  Alamos.  New 
Mexico,  bare  triggered  several  days 
of  attacks  on  Mr  Berger  from  Con- 
gressional Republicans. 

The  allegations  are  also  threaten- 
ing to  sour  the  US- China  relation- 
ship ahead  or  a visit  by  Zbu  Rongji, 
the  Chinese  premier,  next  month. 

The  dispute  is  likely  to  intensify 
this  week  as  wrangling  increases 


between  the  Clinton  administration 
and  a congressional  select  commit- 
tee over  publication  of  a top-secret 
report  that  accuses  China  of  the 
theft  of  military  secrets,  including 
neutron  bomb  technology. 

Leaks  to  China  of  information 
about  the  neutron  bomb  and  secrets 
■ about  the  manufacture  of  miniatur- 
ised W88  warheads  for  the  Trident 
ballistic  missile  mark  two  of  the 
US’s  most  serious  security  breaches. 

Christopher  Cox,  a Californian 
Republican  who  is  chairman  of  the 
House  of  Representatives  committee. 
wants  to  release  by  the  end  of  this 
month  a declassified  version  of  the 
report,  but  the  administration  is 
seeking  to  limit  disclosure. 

Mr  Berger  referred  to  US-China 
policy  now  as  “engagement  with  our 
eyes  open".  He  said  the  president 
would  raise  the  question  of  espio- 
nage with  Mr  Zhu.  He  described  as 
“outrageous"  suggestions  that  the 
spying  was  connected  with  cam- 
paign donations,  allegedly  chan- 
nelled by  Beijing  to  the  Democratic 
party  in  1996. 


Wen  Ho  Lee.  a Chinese-Americpn 
suspected  of  espionage  at  Los 
Alamos,  was  questioned,  fqk  three 
days  last  week  by  the  FBI.  Although 
there  was  never  enough  tafoarmalton 
to  gain  court  permission  to  wiretap 
Mr  Lee,  he  reportedly  fafled/a/lte. 
detector  test.  V 1/  - 

An  individual  pnvy  to  the; House 
of  Representatives  committee's  TOO-  - 
page  report  said  it  dealt  with  China’s 
quest  for  neutron  devices  ^wldch  we 
don’t  hare  and  they  will-*  'Ow:  Chi- 
nese bad  continued  perfecting  a- neu- 
tron device  "up  to  and  including 
now",  he  said.  . . - . . 

Anns  control  agreements  prevent . 
the  US  developing  such  weapons, 
which  can  be  used  on  battlefields  to 
halt  an  armoured  advance  by  tilling 
people  without  damaging  equapmeitt 
or  buildings. 

The  individual  familiar  with  the 
report,  who  asked  not  to  he  identi- 
fied, said  there  was  evidence  China 
had  also  been  seeking  neutron  bomb 
technology  from  the  Soviet  Union. 
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EU  may  need  own  military  staff 
to  act  without  Nato,  says  Bonn 


By  Peter  Norman  in  Ettvflle,  Germany 


The  European  Union  may  need  its 
own  military  staff  and  policy  institu- 
tions if  it  is  to  take  decisions  on 
military  action  without  Nato 
resources,  according  to  a German 
discussion  paper. 

Joschka  Fischer.  Germany’s  for- 
eign minister,  presented  the  sugges- 
tions to  EU  foreign  ministers  at  an 
informal  weekend  meeting. 

The  paper  is  aimed  at  stimulating 
discussion  ahead  of  the  June  summit 
in  Cologne,  where  a strengthened 
defence  and  security  policy  is  on  the 
agenda. 

The  German  ideas  for  a “common 
European  policy  on  security  and 
defence"  would  enable  the  Union  to 
take  and  implement  quick  military 
decisions  in  crisis  areas,  such  as 
Kosovo,  without  recourse  to  the 
assets  and  capabilities  of  the  US- 
dominated  Nato  alliance. 

Mr  Fischer’s  paper,  prepared  by 
Bonn  as  part  of  Germany’s  role  as 
the  EU’s  current  president,  con- 


cludes with  a series  of  questions, 
rather  than  proposals. 

But  it  also  lists  detailed  require- 
ments to  give  the  EU  a "capacity  for 
action  backed  up  by  credible  mili- 
tary capabilities  and  appropriate 
decision-making  bodies". 

The  paper  says  decision  making 
“may  require": 

• defence  ministers  to  join  EU  for- 
eign ministers  at  their  regular  meet- 
ings: 

• a permanent  body,  comprising  EU 
representatives  with  political  and 
military  expertise; 

• an  EU  committee  of  military  rep- 
resentatives; 

9 a military  staff,  with  a capacity 
for  analysis  of  situations,  strategic 
planning  and  its  own  sources  of 
intelligence; 

• other  resources,  such  as  a satel- 
lite centre  and  institute  for  security 
studies. 

The  German  suggestions  go  fur- 
ther than  the  proposal  put  forward 
by  Robin  Cook,  the  UK  foreign  min- 
ister, for  a Brussels-based  permanent 


committee  of  deputy  political  direc- 
tors from  the  EU  stales’  foreign  min- 
istries that  would  steer  EU  foreign 
and  security  policy. 

British  officials  said  the  German 
ideas  were  looking  far  into  the 
future,  whereas  Mr  Cook’s  plan  was 
a precursor  to  a common  security 
and  defence  policy. 

Both  Britain  and  France,  which 
gave  fresh  impetus  to  a joint  Euro- 
pean security  initiative  at  a summit 
in  December,  said  the  EU  should 
focus  on  building  military  capabili- 
ties before  creating  institutions  to 
run  the  policy. 

The  German  paper  said  countries 
would  need  armed  forces  suited  to 
crisis  management  operations. 

The  weekend  discussion  reflected 
a widespread  desire  among  EU  coun- 
tries to  escape  what  one  diplomat 
called  “US  unilateralism”  and  domi- 
nation on  defence  issues.  But  it 
raised  difficult  points  for  many 
member  states. 
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Consolidation 

enters  more 
frantic  phase 

Pharmaceutical  companies  face  increasing 
pressures  to  merge,  writes  David  Pilling. 
Among  them  are  expiring  patents  and  the 
need  for  increased  marketing  muscle 


^ High  up  in  a plush  office  above 
3$  downtown  Philadelphia,  a freshly -scrib- 
bled wall  chart  plots  the  near-endless 
permutations  of  merger  possibilities  in 
the  pharmaceutical  industry. 

One  axis  depicts  a company's  expo- 
sore  to  patent  expiry,  the  other  the 
strength  of  its  drug  pipeline.  The  ini- 
tials of  several  companies  are  dotted 
across  the  grid  according  to  their  per- 
ceived strengths  and  weaknesses.  The 
chart's  author  draws  diagonal  lines 
across  the  paper,  showing  which  sets  of 
companies  are  most  likely  to  merge 
with  which. 

The  office  and  chart  belong  to  Jean- 
Pierre  Gamier,  chief  operating  officer 
of  SmithKhne  Beecham  (SB).  But  they 
could  just  as  easily  belong  to  any 
senior  executive  in  any  pharmaceutical 
company  around  the  world.  Everyone, 
everywhere  in  the  drugs  business,  is 
talking  about  one  thing;  consolidation. 

To  some  extent,  that  has  been  true 
for  at  least  10  years.  Double-  and  triple- 
barrelled  names  such  as  Glaxo  Well- 
come. Pharmacia  & Upjohn.  Bristol- 
Myers  Squibb,  and  Hoechst  Marion 
Roussel  bear  witness  to  the  merger 
spree  that  has  already  taken  place. 

Bat  that  process  appears  to  have 
entered  a new,  more  frantic,  phase,  at 
least  in  Europe.  At  the  end  of  last  year, 
three  big  European  mergers  were 
announced  within  a few  weeks  - San- 
ofi  with  Synthelabo  in  an  all-French 
affair,  Hoechst  of  Germany  with 
Rhon  e-Poulenc  of  France;  and  Zeneca 
of  the  UK  with  Astra  of  Sweden. 

Three  further  mega-mergers  col- 
lapsed amid  recriminations  and  culture 
dashes,  including  American  Home 
Products'  planned  deal  with  SB  and 
then  with  Monsanto.  Most  significant 


was  tiie  attempt  to  unite  the  two  big 
UK  rivals.  Glaxo  Wellcome  and  SB.  Not 
only,  says  Mr  Gamier,  would  that  have 
been  the  first  pharmaceutical  merger 
to  marry  two  genuinely  strong  compa- 
nies. it  would  also  have  created  a group 
with  more  than  8 per  cent  of  market 
share  - practically  double  its  nearest 
rival. 

That  highlights  a contradiction 
within  the  industry  that  colours  the 
consolidation  debate.  On  the  one  hand, 
drug  companies  are  gargantuan,  mak- 
ing up  an  eye-popping  eight  of  the 
world's  top  25  companies  by  market 
capitalisation.  Yet.  measured  by  the 
scale  of  the  $250bn  prescription  drugs 
industry,  pharmaceutical  companies 
are  relatively  small.  Not  one  has  more 
than  5 per  cent  of  market  share. 

Pharmaceutical  executives  like  to 
argue  that  such  logic  is  simplistic.  The 
drugs  market,  they  say,  is  not  homoge- 
neous, but  sub-divided  into  distinct 
segments  by  therapeutic  area  such  as 
cancer,  cardiovascular,  or  racemes. 

That  is  true.  Even  so,  Sir  Richard 
Sykes,  chairman  of  Glaxo,  is  not  alone 
in  predicting  that  the  industry  mil 
inevitably  become  more  concentrated, 
with  fewer,  bigger,  companies  grabbing 
a larger  slice  of  sales. 

Until  now,  many  pharmaceutical 
mergers  have  been  driven  by  weak- 
ness. Fast-growing  US  pharmaceutical 
companies,  with  most  of  their  sales  in 
the  thriving  North  American  market, 
have  been  shielded  from  taking  tough 
decisions.  But  smaller  European  com- 
panies, gradually  slipping  down  the 
league  tables  and  outgunned  in 
research  and  marketing  spend,  have 
been  farced  to  act. 

“Mergers  happen  because  companies 


have  a trough  in  their  product  now 
combined  with  some  patent  expira- 
tions." says  Sidney  ThureL  chief  execu- 
tive of  Eli  Lilly  of  the  US.  “The 
short-term  benefits  of  a merger  - 
which  are  rationalisations  - can  boost 
short-term  earnings."  Yet  those  gains 
may  only  be  transient. 

Dr  Taurel  argues  that  - for  the 
moment  - the  biggest  10  to  15  drug 
companies  have  sufficient  critical 
mass:  they  are  large  enough  to  absorb 
the  escalating  cost  of  research  and  to 
market  their  products  globally.  But  as 
companies  below  that  level  merge,  he 
admits,  calculations  about  optimum 
size  could  change. 

Many  of  the  structural  pressures  to 
merge  are  intensifying. 

First,  the  industry  faces  a record 
number  of  patent  expirations.  The 
mighty  Merck  will  lose  an  estimated 
33.5bn  of  sales  by  2002  as  top-selling 
products  go  off  patent,  and  Lilly  itself 
must  ride  out  generic  competition  to 
Prozac,  its  highly-! iterative  anti-depres- 
sant. 

Few  companies  have  been  able  to 
survive  such  assaults  on  their  earn- 
ings. Glaxo  merged  with  Wellcome  in 
the  mid-1990s  when  its  patent  on  Zan- 
tac. the  anti-ulcer  drug,  was  running 


out.  And  the  looming  patent  expiry  on 
Prilosec,  Astra's  record-selling  ulcer 
product,  was  the  main  reason  it  suc- 
cumbed to  Zeneca's  charms. 

A related  reason  for  mergers,  says 
Peter  Goldsbrough,  senior  vice-presi- 
dent at  The  Boston  Consulting  Group, 
is  the  gap  between  the  high  stock  mar- 
ket  valuations  pharmaceutical  compa- 
nies enjoy  and  their  ability  to  deliver 
ever-higher  earnings.  Such  concerns 
are  exacerbated  by  fears  that  the  cost 
restraints  being  imposed  in  Japan  and 
Europe  could  spread  to  the  US  health- 
care system. 

A third  factor  driving  consolidation 
is  the  need  for  more  marketing  muscle 
as  companies  such  as  Pfizer  hire  ever- 
more salesmen  and  pile  more  dollars 
into  advertising  campaigns.  Many 
European  companies  do  most  of  their 
business  in  flat  domestic  markets  and 
are  under-represented  in  North  Amer- 
ica, which  accounts  for  an  estimated  60 
per  cent  of  drug  company  profits. 
Hoechst  and  Rhftne-Poulenc  cited  the 
need  to  build  tip  US  marketing  clout  as 
a principal  benefit  of  merging. 

A fourth  driver  is  arguably  the  most 
controversial:  the  perceived  need  for 
scale  in  research  and  development. 
Advances  in  genomics,  bioinformatics. 


combinatorial  chemistry  and  high- 
throughput  screening  are  revolutional- 
isfng  the  drug  discovery  process,  but 
such  tools  do  not  come  cheap.  Cap 
Gemini,  a consultancy  group,  estimates 
that  the  cost  of  bringing  a drug  to 
market  rose  from  $ll6m  in  1976  to 
5500m  in  1996.  It  is  still  rising. 

This  technological  revolution,  argue 
some,  is  a decisive  argument  in  favour 
of  scale.  “I  do  believe  that  big  is 
beautiful,*’  says  Jim  Niedel  R&D  direc- 
tor at  Glaxo.  “These  technologies  cost 
a fortune  and  they  are  all  scaleable 
. . .a  merger  to  me  is  still  really  attrac- 
tive because  cash  is  really  good  for 
R&D." 

Only  up  to  a point,  says  Peter  Rin- 
grose,  president  of  the  Pharmaceutical 
Research  Institute  at  Bristol-Myers 
Squibb.  Size  can  bring  logistical  head- 
aches. too.  “There  are  elements  where 
size  helps,  but  I’ve  yet  to  be  convinced, 
particularly  in  drug  development,  that 
size  really  contributes  to  output,"  be 
says.  “Some  of  the  most  productive  dis- 
covery groups  have  not  been  the  larg- 
est," he  adds,  pointing  to  the  European 
division  of  Pfizer,  which  pumped  out 
three-quarters  of  the  US  company's 

Continued  on  Page  6 


A new  surveys 
series  for  a 
21st  century 
business 


Welcome  to  FT  Life  Sciences,  the  first 
in  a regular  series  of  FT  surveys  which 
will  look  at  a business  sector  with  an 
Important  and  growing  impact  on 
human  health,  on  man's  sources  of 
food  and  other  materials,  and  on 
relations  with  the  environment  and 
other  living  things. 

The  survey,  one  of  several  series 
now  published  by  the  Financial  Times 
on  global  industries,  will  trace 
developments  across  the  fields  of 
pharmaceuticals  and  biotechnology, 
looking  at  the  latest  scientific  and 
business  developments  and  examining 
controversial  issues  - such  as  the 
current  heated  debates  over  the 
development  of  genetically  modified 
crops  and  animal  cloning. 

In  addition,  there  will  be  case 
studies,  profiles  and  interviews  in  each 
issue  in  which  we  analyse  the 
approaches  being  adopted  by  groups 
and  individuals  working  within  the 
industry. 

In  this  first  issue  we  examine  the 
forces  that  have  been  driving  the 
consolidation  of  the  pharmaceuticals 
industry,  and  ask  whether  the  wave  of 
mergers  will  bring  the  rewards 
predicted.  Also  in  this  issue  we 
examine  the  latest  developments  in 
European  biotechnology,  a field  in 
which  the  UK  has  hitherto  led  the  field 
but  where  there  are  now  some  signs 
that  other  countries  may  be  catching 
up.  individual  articles  will  analyse  what 
is  happening  currently  in  Germany, 
France,  and  the  UK. 

issues  to  be  published  later  in  the 
year,  provisionally  in  July  and  October, 
will  cover  a range  of  topics  including 
health  management.  Asia's  drugs 
market,  the  genomics  revolution,  and 
the  corporate  and  social  implications  of 
the  rise  in  the  number  ol  older  people 
in  western  societies. 

We  hope  that  you  will  enjoy  reading 
this  survey  and  that  you  will  let  us 
have  your  comments  on  the  opinions 
advanced  and  ideas  for  future 
coverage.  Please  write  to  The  Editor, 
Life  Sciences  survey.  Financial  Times. 
Number  One  Southwark  Bridge. 
London,  SE1  9HL,  or  send  an  e-mail  to 
ft.surveys@FT.com 


For  Hoechst  Life  Sciences  means  focusing  on  the  fields  of  health  and  nutrition  where  biotechnology  holds  the 
key  to  innovation.  Hoechst  Marion  Roussel,  our  pharmaceutical  company,  is  developing  highly  effective  drugs  in 
the  tight  against  currently  incurable  diseases.  Our  agribusiness,  Hoechst  Schering  AgrEvo,  is  ensuring  nutrition 
for  the  world's  growing  population  through  integrated  crop  production. 


The  Future  in  Life  Sciences 


Hoechst  is  an  international  group  nf  companies  spearheading  innovation  in  life  Sciences,  including  Hoechst  Marion  Roussel  the  phaimaceutica!  company,  ( J Apfto  the  agribusiness  and  Hoechst  Roussel  \fet  the  animal  health  company. 

Hoechst  AG,  D-65926  Frankfurt.vrwwJioechst.com 
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THE  US  MARKET  by  David  Pilling 


Strong  demand  shows  no  sign  of  abating 


American  companies,  some  with  annual  sales  growth  of  20%,  have  been  largely  immune  from  pressure  to  consolidate.  They  are  the  envy  of  their  competitors  across  the 

■ rmmtciv  Pxnensive  planned  reform  to  the  Medicaid 
a 5 per  cent  market  share;  but  Analysts  say  not  all  European  designing  enormously  espe  ^ Medicare  systems,  the  gov- 

the  US  is  much  more  concen  ’ ~ " “*■  _,:_1  1 " "™”’  3S 


For  at  least  a decade 
pharmaceutical  sales  have  been 
buoyant  in  the  US.  While  govern- 
ments in  Japan  and  Europe  have 
sought  to  rein  in  drug  budgets, 
and  the  potential  or  Asian  and 
Latin  American  markets  has 
been  stalled  by  financial  crises, 
pharmaceutical  sales  in  the  US 
have  roared  ahead.  Not  even  the 
managed-care  revolution,  ush- 
ered in  under  the  Clinton  admin- 
istration. has  curbed  drug  sales 
to  America's  ageing  population. 

According  to  the  latest  data 
from  IMS  Health,  US  prescription 
drug  sales  reached  $74bn  in  1998, 
nearly  40  per  cent  of  the  total 
market.  Prices,  especially  for  new 
products,  are  better  in  the  US. 
leading  Goldman  Sachs  to  esti- 
mate that  drug  companies  derive 
at  least  60  per  cent  of  their  prof- 
its from  North  America. 

The  strength  of  US  drug  sales 
has  two  main  implications  for 
consolidation  in  the  industry. 

First,  it  explains  one  motiva- 
tion behind  recent  European 


mergers  and  raises  the  prospect 
of  more  to  come.  Companies 
which  sell  the  bulk  of  their  prod- 
ucts in  Oat  European  markets  - 
where  price  and  volume  are 
strictly  controlled  - are  falling 
further  behind  their  US  rivals. 
Virtually  all  the  recent  mergers 
have  taken  place  between  second- 
tier  companies.  It  is  no  coinci- 
dence that  most  of  those  are 
European -based. 

Neither  is  it  surprising  that,  in 
two  of  the  recent  mergers,  execu- 
tives have  stressed  the  potential 
for  an  expanded  US  salesforce  to 
increase  sales  in  the  world's  most 
lucrative  drugs  market. 

Second,  uninterrupted  growth 
in  the  US  helps  explains  why 
American  pharmaceutical  compa- 
nies have  been  largely  immune 
from  pressure  to  consolidate. 
Cutting  costs  hardly  seems  a pri- 
ority for  companies  with  annual 
earnings  growth  of  20  per  cent. 

“Given  the  positive  perfor- 
mance of  the  pharmaceutical 
stocks,  managements  haven’t 


had  to  focus  on  external  means  of 
value  creation,”  says  Clinton 
Gartin,  a managing  director  at 
Morgan  Stanley,  which  has  been 
highly  active  in  the  consolidation 
of  the  drugs  industry.  “If  the 
stocks  in  the  sector  begin  to 
soften  1 would  expect  to  see  man.-1 
age  merits  change  their  focus  and 
pursue  transactions  aggres- 
sively.” 

Those  implications  for  Euro- 
pean and  US  companies  lead  to 
two  further  questions.  Will  scale 
bring  the  Europeans  the  greater 
US  market  share  they  crave?  And 
how  long  can  US  companies  rely 
on  ever-increasing  domestic 
sales? 

The  first  is  easier  to  answer. 
Greater  scale  will  not  automati- 
cally mean  better  sales  unless 
European  companies  launch  com- 
petitive products  and  sharpen 
their  understanding  of  the  US 
market. 

LIS  companies  dominate  their 
domestic  market.  In  worldwide 
sales  no  company  has  more  than 


trated.  According  to  Cap  Gemini, 
a consultancy  firm,  the  top  five 
companies  have  31.3  per  cent  of 
sales,  with  Merck  grabbing  7.4 
per  cent  of  market  share,  and 
Johnson  & Johnson  and  Bristol- 
Myers  Squibb  a further  6.2  and 
6.1  per  cent  respectively. 

Of  the  European  companies, 
only  Glaxo  Wellcome,  SmithKUne 
Beecham  and  Novartis  make  it 
into  the  top  10. 

Nor  are  the  market  leaders 
resting  on  their  laurels.  Pfizer, 
Merck  and  several  other  US  com- 
panies have  been  adding  aggres- 
sively to  their  sales  forces.  Euro- 
peans will  have  to  do  the  same  if 
they  are  to  make  an  impression. 

So  important  has  marketing 
muscle  become  that  even  Searle, 
the  medium-sized  drugs  division 
of  Monsanto,  has  signed  a co- 
marketing  deal  with  Pfizer  to 
share  the  spoils  of  Celebrex. 
Searle's  probable  blockbuster 
drug  for  arthritis. 


Analysts  say  not  all  European 
companies  have  proved  adept  at 
exploiting  the  complex  US  mar- 
ket Not  only  must  they  persuade 
physicians  to  prescribe  their 
product,  they  must  also  convince 
managed-care  organisations  to 
reimburse  it,  and  pharmacy  bene- 
fit managers  to  recommend  it. 
They  need  to  discount,  give  away 
free  samples  and.  increasingly,  to 
create  patient  demand  through 
direct-to-consumer  advertising 
and  internet  presence. 

Gone  are  the  days  when  drug 
companies  merely  had  to  release 
new  drugs  on  the  market,  says 
Jean-Pierre  Gamier,  chief  operat- 
ing officer  at  SmithKline  Bee- 
rham.  the  Anglo-American  com- 
pany. “We  are  seeing  a greater 
separation  of  winners  and  losers 
than  10  years  ago.  They  all  used 
to  be  fairly  successful;  now  some 
are  widely  successful,  some  not 
at  alL" 

Only  products  that  can  demon- 
strate significant  cost  benefits  do 
well,  a process  that  may  involve 


designing  enormously  expensive 
clinical  trials  known  as  outcome 
studies. 

That  leads  to  the  second  ques- 
tion. Have  long  will  the  good 
times  last?  Mr  Gamier  is  among 
those  who  believes  it  would  be 
dangerous  to  be  blase.  “The  mar- 
ket is  getting  harder.  Managed- 
care  is  exercising  more  muscle." 
he  says. 

Many  analysts  believe  that 
managed-care  could  begin  to 
crack  down  on  the  drug  compa- 
nies. refusing  to  reimburse  prod- 
ucts unless  they  are  proved  to 
have  a real  economic  benefit. 

However,  a public  opinion 
backlash  against  managed-care 
could  restrain  it  from  playing  too 
tough.  There  is  also  evidence 
that  many  managed-care  groups 
have  been  persuaded  by  “pbar- 
macoe co Domic"  arguments  that 
spending  more  on  drugs  cuts  the 
total  healthcare  bill  by  reducing 
the  need  for  hospital  care. 

The  industry  is  also  waiting 
nervously  to  see  the  outcome  of 


ernment  programmes  - for  the 

poor  and  elderly.  Reform  could 
seek  to  curb  rising  drug  costs, 
but  the  effects  could  be  watered 
down  during  the  run-up  to  the 
presidential  elections. 

One  US-based  investment 
banker  believes  the  climate  anil 
get  harder  for  drug  companies. 
“Business  has  been  a little  too 
goad  for  too  long,  but  that's 
going  to  changed  The  stocks  look 
pretty  toppy  right  now." 

Analysts  have  long  been  pre- 
dicting the  demise  of  the  US  mar- 
ket So  far  they  have  been  proved 
wrong. 

Industry  executives,  however, 
are  constantly  looking  over  their 
shoulder.  "If  the  US  market  tarns 
against  the  pharmaceutical 
industry'."  says  Mr  Gamier,  “it 
will  have  a devastating  effect  on 
our  companies’  value."  x 

If  that  happens,  investmerip 
bankers  will  start  circling  with 
even  more  intent. 


NICHE  PLAYERS  by  David  Pilling 


Strategy  for  survival 


How  they  size  up:  the  big  league  and  the  smaUer  players 


Some  industry  minnows  may  be  forced 
into  merger  or  be  taken  over,  but  for 
others  small  may  remain  beautiful 


Right  down  to  the  enormous 
funkadelic  carpet  in  the 
lobby  of  its  Berlin  headquar- 
ters. Sobering  feels  different 
from  other  pharmaceutical 
companies.  Friendly, 
relaxed,  informal,  Schering 
is  the  type  of  place  where 
employees  buy  wine  in  the 
company  store  or  drop  their 
children  off  In  the  adjacent 
kindergarten. 

It  is  not  only  the  atmo- 
sphere that  marks  it  out 
from  many  other  pharma- 
ceutical companies.  It  is  also 
its  size.  For  Schering,  which 
has  annual  sales  of  about 
DM6bn  and  a market  capital- 
isation of  less  than  SlObn.  is 
a minnow  in  a world  of 
SliXibn  sharks. 

Although  the  German 
group  is  categorised  as  “big 
pharma"  - industry'  jargon 


for  the  mightly  and  the  pow- 
erful - in  valuation  terms  it 
is  only  one-third  the  size  of 
Amgen,  a Californian  bio- 
technology company. 

. That  puts  it  in  roughly  the 
same  league  as  companies 
such  as  Ares-Serono  (Swit- 
zerland). Novo  Nordisk  (Den- 
mark). and  Merck  (Ger- 
many). The  pharmaceutical 
divisions  of  Bayer  and 
BASF,  nestled  in  chemical 
conglomerates,  are  not  much 
bigger.  Nor  does  Searle,  part 
of  the  Monsanto  life  science 
group,  have  the  financial 
muscle  of  bigger  rivals, 
although  its  recent  launch  of 
a Cox-2  inhibitor,  a likely 
blockbuster,  should  help. 

The  gap  between  the  tiers 
is  widening.  Six  companies 
from  division  two  - Zeneca 
and  Astra.  Hoechst  and 


Rhone-Poulenc.  and  Sanofl 
and  Synthelabo  - have 
sought  to  gain  scale  through 
merger.  Executives  talk  with 
increasing  urgency  about 
the  need  to  spend  more  on 
R&D  and  marketing. 

As  consolidation  takes 
hold,  the  question  is:  can 
Schering  and  companies  like 
it  survive?  Is  there,  in  other 
words,  a niche  strategy? 

Guiseppe  Vitta.  chairman 
of  Schering.  Insists  there  is. 
“The  pharmaceutical  market 
is  not  unified.  Rather,  there 
are  100  or  so  sub-markets.” 
he  says.  “If  you  succeed  in 
being  number  one  in  two  or 
three  of  those  segments,  you 
can  have  a pleasant  life  as 
long  as  you  keep  innovat 
ing.” 

Certainly,  the  J250bn  mar- 
ket in  prescription  drugs  is 
fragmented.  Sales  forces  spe- 
cialise in  different  areas 
such  as  neurology,  oncology, 
or  diabetes.  Even  the  biggest 
research  operations  hone  in 


on  particular  disease  areas. 
Competition  between  drug 
companies  is  often  more  evi- 
dent within  these  market 
segments  than  across  the 
industry  as  a whole. 

“We  are  only  active  in 
about  4 per  cent  of  the  phar- 
maceutical market,  but  in 
the  niches  where  we  are 
present  we  are  extremely 
successful."  says  Klaus 
Pohle.  vice-chairman  of 
Schering.  The  company  con- 
centrates on  hormones  and 
fertility  treatment;  diagnos- 
tics; and  multiple  sclerosis. 

Nevertheless,  many  com- 
panies of  Schering's  size  will 
be  forced  to  club  together  in 
search  of  scale,  or  will 
become  takeover  targets. 

Peter  GoldsbrougL  senior 
vice-president  at  The  Boston 
Consulting  Group,  says  com- 
panies that  concentrate  on 
core  capabilities  may  be  able 
to  pursue  an  independent 
strategy.  As  consolidation 
runs  its  course  he  expects  to 
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see  “a  smaller  number  of 
bigger  companies  and  a 
whole  array  of  smaller 
organisations  which  are  all 
more  focused". 

“The  basic  question  for 
some  of  the  smaller  players 
is  to  think  about  how  to 
focus.  That  may  be  a focus 
around  a particular  technol- 
ogy. around  a particular 
market  or  around  a particu- 
lar capability  such  as  devel- 
oping products  or  manufac- 
ture.” he  says. 

Although  this  does  not 
mean  a small  company  must 
concentrate  wholly  on  doing 
just  one  thing,  “it  is  likely 


that  fully-integrated  players 
are  going  to  need  to  be  big  in 
order  to  be  economically  via- 
ble". 

Those  which  stay  small 
will  probably  rely  more 
heavily  on  outsourcing.  Bio- 
tech companies  provide 
basic  research,  enabling 
technologies  and  drug  leads: 
contract  research  organisa- 
tions run  clinical  trials: 
other  companies  manufac- 
ture drugs,  and  yet  others 
market  them.  The  trick  is  to 
decide  what  to  focus  on.  The 
danger  is  what  Mr  Golds- 
brough  calls  “hollowing  out" 
- throwing  the  competitive 


baby  out  with  the  out- 
sourced bathwater. 

Mads  Ovlisen.  chief  execu- 
tive of  Novo  Nordisk.  a Dan- 
ish company  specialising  in 
diabetes,  believes  there  is  a 
future  for  small  companies. 
"Our  strategy  is  to  try  to 
remain  independent.”  he 
says.  “You  have  some  advan- 
tages being  small  - flexibil- 
ity and  speed,  but  you  have 
to  compensate  for  lack  of 
size  in  areas  where  the  big 
boys  have  an  advantage." 

That  means  marketing 
partnerships  where  neces- 
sary and  a network  of  alli- 
ances with  biotech  compa- 
nies and  academic 
institutions.  “More  than  25 
per  cent  of  our  discovery  has 
been  shifted  to  other 
peoples’  laboratories.” 

Even  Novo  Nordisk.  which 
is  protected  through  the 
Novo  Foundation  from  hos- 
tile takeover,  is  not  immune 
from  market  pressures.  The 
company,  which  saw  its 
share  price  drop  sharply  at 
the  end  of  last  year,  has 
been  forced  to  restructure  its 
portfolio,  spinning  off  ndn- 


core  activities. 

Novo  Nordisk  is  not  alone 
among  the  smaller  compa- 
nies in  being  protected  from 
takeover.  Others,  such  as 
Ares-Serono.  are  shielded  by 
family  ownership  or.  like 
Bayer,  by  a grab-bag  of  non- 
pharmaceutical  activities. 

But  such  protective  walls 
can  only  withstand  so  much 
external  pressure.  The  Well- 
come Trust  allowed  Glaxo's 
takeover  of  Wellcome  to  pro- 
ceed in  the  mid-1990s.  And 
Hoechst's  management 
decided  to  sell  chemical  and 
other  businesses  in  prepara- 
tion for  its  merger  with. 
Rhone-Poulenc.  $ 

Schering  last  year  changed 
its  statutes,  making  a take- 
over more  feasible.  If  an 
offer  were  high  enough, 
executives  admit,  they  could 
not  prevent  shareholders 
from  accepting  it 

"There  are  a lot  of  medi- 
um-size companies  out  there. 
And  I can  believe  that,  in 
future,  some  of  those  will 
merge,"  says  Dr  Vitta.  “We 
are  not  yet  at  the  end  of  his- 
tory.” 


Just  a short  hop  across  the  Atlantic,  manufacturers  find  a 
world  of  advantages  in  Virginia.  Our  workforce  is  highly 
trained  and  free  from  compulsory  unionisation.  Our  cen- 
tral location  puts  60%  of  the  U.S.  market  within  a short 


1 ,200  kilometers.  Gateways  such  as  Washington  Dulles 
International  Airport  and  the  Port  of  Virginia  provide 
convenient  access  to  worldwide  markets.  Ail  in  a state 
blessed  by  a moderate  dimate  and  numerous  year-round 


recreational  opportunities.  Come  see  Virginia.  We  think 
you’ll  enjoy  the  view  from  this  side  of  the  pond. 


mGMA-USA 


Contact  Wayne  Sterling.  CED.  Executive  Director,  Virginia  Economic  Development  Partnership.  P.O.  Box  7?8.  Richmond.  VA.  232 IB.  USA.  804-371-8202.  www.YesVirginia.org 
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R&D  by  Clive  Cookson 
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, , |n  ]»Si  the  pharmaceutical 
industry  spent  just  .,Ver 
on  research  and  devel- 
opment. Last  year  R&D 
expenditure  hy  the  estab- 
lished drug  companies  broke 
through  $40bn  - and  the 
emerging  biotech  companies 
’ spent  another  Sybil 
" Few  other  industnes  have 
increased  their  R&D  budgets 
as  fast  as  pharmaceuticals. 
, «^d  none  - not  even  comput- 
■ u»g  nor  electronics  - relies 
so  heavily  on  its  scientists. 
.Most  large  drug  companies 
| -Pffld  more  than  15  per  cent 
\ their  sales  revenues  on 
R&D. 

1 Unfortunately,  the  rise  in 
real  resources  allocated  to 
research  has  not  produced  a 
corresponding  increase  in 
the  flow  of  new  drugs  on  to 
the  market  - or  at  least,  not 
yet.  The  UK-based  Centre  for 
Medicines  Research  Interna- 
tional (CMR)  reports  that 
■ only  35  "new  molecular  enti- 
were  launched  on  the 
world  market  in  1998.  the 
'lowest  total  since  1979. 

* iNMEs  are  new  drugs  rather 
than  reformulations  of  exist- 

* big  products.) 

. Indeed,  there  has  been  a 

* downward  trend  in  drug 


launches  since  the  mid-1980s, 
when  CMR  consistently 
recorded  .vj  to  60  NMEs  per 
year.  To  some  extent,  these 
figures  may  exaggerate  the 
decline  in  R&D  output 
because  the  industry  in  the 
1980s  was  prone  to  develop 
"me-too"  medicines 
designed  to  imitate  and  cash 
in  on  successful  drugs 
already  on  the  market. 
Today’s  new  products  are 
more  likely  to  be  genuinely 
innovative. 

Even  so.  it  is  disappointing 
that  we  have  not  yet  seen  a 
sustained  upturn  in  drug 
introductions,  which  seQior 
pharmaceutical  researchers 
have  been  forecasting  for 
several  years.  The  benefits  of 
new  technologies  - such  as 
genomics,  combinatorial 
chemistry,  high-throughput 
screening  and  bio-informat- 
ics - and  better  management 
are  taking  longer  to  feed 
through  the  R&D  pipeline 
than  optimists  had  expected. 

The  average  development 
time  For  drugs  (the  period 
from  isolation  or  synthesis 
of  a new  molecule  to  the 
date  of  first  marketing)  has 
remained  stuck  at  10  to  12 
years  since  the  mid-1980s. 


according  to  CMR.  This  find- 
ing surprised  delegates  at  an 
international  meeting  held 
last  year  to  discuss  the  data, 
given  the  industry's  strenu- 
ous efforts  to  streamline 
clinical  trials  and  the  fact 
that  most  regulatory  author- 
ities have  accelerated  their 
approvals  process. 

The  reasons  why  develop- 
ment times  remain  disap- 
pointingly static  are  not 
clear.  Possibly,  new  technol- 
ogies that  will  save  time  in 
the  long  run  cause  delays  in 
the  short  term  because  they 
require  researchers  to  learn 
very  different  ways  of  work- 
ing. For  example,  the  tradi- 
tional role  of  a medicinal 
chemist  - synthesising  pure 
compounds  one  by  one  - has 
changed  radically  now  that 
the  process  has  been  minia- 
turised and  automated  so 
that  thousands  of  com- 
pounds can  be  made-  at  the 
same  time. 

Biotechnology  enthusiasts 
may  also  have  underesti- 
mated the  technical  com- 
plexity of  the  new  genetic 
targets.  At  the  same  time,  a 
different  attitude  is  required 
to  manage  a research  pro- 
gramme in  which  the  tradi- 
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tional  shortage  of  biological 
targets  for  drug  discovery 
has  suddenly  become  a glut. 

The  CMR's  analysis  sug- 
gests that  the  largest  compa- 
nies are  making  better  use  of 
the  new  R&D  environment 
than  their  smaller  competi- 
tors - a possible  incentive  to 
merge.  Until  1992.  there  was 
□o  correlation  between  com- 
pany size  and  development 
time;  since  then,  the  perfor- 
mance of  large  and  small 
companies  has  diverged,  so 
that  the  top  15  spenders  on 


R&D  take  almost  two  years 
less  on  average  to  develop  a 
new  drug  than  the  rest  of 
the  industry. 

However,  detailed  studies 
of  the  industry's  R&D  pipe- 
line suggest  that  a more  sub- 
stantia] decrease  in  develop- 
ment times  and  increase  in 
new  drug  launches  are 
around  the  corner.  Stuart 
Walker.  CMR  director,  fore- 
casts that  the  top  12  R&D 
spenders  will  introduce  prod- 
ucts at  an  average  rate  of  1.6 
NMEs  per  company  per  year 


over  the  next  few  years  - 
double  the  rate  of  the  past  io 
years.  Whether  the  largest 
companies  will  be  able  to 
deliver  on  promises  to 
deliver  two  to  three  new 
drugs  a year  remains  to  be 
seen. 

The  pharmaceutical  indus- 
try as  a whole  had  11.307 
R&D  projects  last  year, 
according  to  the  Pharmapro- 
jects  database  maintained  by 
PJB  Publications,  publishers 
of  Scrip:  3,636  or  these  were 
in  Hininal  development.  The 


largest  therapeutic  category 
was  neurological  with  13.4 
per  cent,  followed  by  anti- 
cancer (11.5  per  cent!  and 
an ti-infec fives  (9.0  per  cent). 

When  the  industry's  R&D 
pipeline  is  broken  down  by 
company,  the  database 
shows  Novartis  of  Switzer- 
land in  the  lead  with  an 
astonishing  208  R&D  projects 
in  progress  last  year;  tbe 
company  itself  says  tbe  total 
is  166.  Hoechst  Marion  Rous- 
sel of  Germany  is  in  second 
place  with  122. 


Such  large  numbers  could 
be  a sign  of  research 
strength  or  of  management 
weakness  - not  being  ruth- 
less enough  to  kill  enough 
weaker  projects  and  concen- 
trate resources  on  the  most 
promising  leads.  Pfizer  of  the 
US.  the  industry's  biggest 
R&D  spender  and  the  com- 
pany judged  by  many  ana- 
lysts to  have  tbe  strongest 
development  pipeline,  runs 
just  65  projects. 

A substantial  increase  in 
R&D  output  is  likely  to 
require  even  larger  R&D 
budgets  in  the  medium  term, 
as  companies  push  more 
drugs  through  clinical  trials. 
The  pharmaceutical  analysts 
at  Lehman  Brothers  believe 
that  R&D  expenditure  will 
rise  to  18  per  cent  of  sales 
after  2000. 

However  the  R&D  cost  per 
compound  will  begin  to  fall 
as  more  drugs  move  through 
the  pipeline.  At  present  the 
total  cost  of  bringing  a new 
medicine  to  market  is  stag- 
geringly high.  Lehman 
Brothers  estimated  the  aver- 
age at  $6Ci0m  for  a drug 
whose  development  started 
in  1995.  of  which  $170m  is 
the  cost  of  tbe  drug  itself 
and  the  remainder  is  its 
share  of  the  money  spent  on 
other  compounds  that  failed 
during  the  R&D  process.  The 
overall  cost  will  fall  over  the 
next  10  years  to  $450m  per 
successfully  marketed  NME. 
according  to  Lehman. 

• The  1999  Pharmaceutical 
R&D  Compendium,  produced 
jointly  by  CMR  Intemaiion 
and  Scrip  Reports,  costs 
£1.495  for  four  volumes. 
Phone : +44  <0>181  332  8964. 


MERGERS  by  Virginia  Marsh 


Marriages  tend  to 
be  short  on  bliss 


Consolidation  is  leading  to  mega-mergers, 
but  some  observers  believe  alternative 
measures  may  offer  better  value 


With  the  merger  of  Astra 
uad  Zeneca  imminent,  and 
’ Hoechst  and  Rhone-Poulenc 
rolling  their  life  sciences 
- businesses  into  Aventis, 
consolidation  of  the 
pharmaceHticalv  ^serwr 
continues  apace.  But  while 
stock  markets  often  react 
favourably,  research  by 
consultants  suggests  the 
majority  of  mergers  fail  to 
deliver  value  in  the  longer 
term. 

Many  consultants  say  the 
industry  is  suffering  from  a 
• big  is  better"  syndrome, 
swing  mergers  as  a panacea 
K<r  the  problems  created  by 
W'dtent  expiries,  greater 
'.Yimpeuticm.  the  rising  costs 
of  developing  drugs,  and 
increasing  pressure  on 
healthcare  budgets. 

'The  ’we're  one  step  away 
from  a blockbuster’ 
mentality  permeates  the 
sector."  says  Raymond  Hfll. 
n vice-president  at 
consultants  A.  T.  Kearney. 
Instead  or  diversifying 
through  mergers,  he  argues, 
companies  should  focus 
their  portfolios  and  try  to 
achieve  positions  of 
dominance  in  particular 
therapeutic  areas. 

Using  an  economic  return 
model  - which  adjusts 
earnings  by  capitalising 
R&D  investments  over  10 
years,  and  selling  and 
marketing  of  products  over 
three  years  - Kearney  says 
mega-mergers  have  so  far 
failed  to  increase  the 
combined  economic  return 
of  the  predecessor 
companies.  On  this  model, 
Schering-Plough.  Johnson  & 
Johnson.  and  Pfizer, 
companies  that  have 
eschewed  big  mergers,  come 
out  on  top. 

Their  stock  market  perfor- 
mance has  also  been  impres- 
sive - Pfizer,  for  example, 
has  outperformed  the  world 
pharma  sector  by  more  than 
200  per  cent  over  the  past 
decade  - and  it  was  well 
iihead  uf  its  peers  even 
before  Viagra,  the  anti-impo- 
tence drug. 

Shares  in  SmitbWine  Bce- 
chani.  an  Anglo-American 
merger,  have  outperformed 


This  method  of  assessing 
value  ignores  the  issue  of 
what  would  have  happened 
to  some  companies  if  they 
had  not  merged.  Glaxo  and 
Wellcome,  for  example,  both 
faced-  important  drags  com- 
ing off  patent. 

Earlier  deals  such  as  the 
merging  of  SmithKline  Beck- 
man of  the  US  and  the  UK’s 
Beecham  in  1939  were  also 
driven  partly  by  geography 
- European  companies  felt 
they  needed  a stronger  pres- 
ence in  the  US.  the  world's 
largest  healthcare  market. 
But  some  consultants  say 
that  while  SB  benefited  from 
putting  Beecham  products 
such  as  Augmentin.  an  anti- 
biotic. through  its  US  arm's 
sales  network,  the  group 
neglected  a fundamental 
problem,  its  pipeline,  which 
is  now  considered  weaker 
than  some  of  its  rivals. 

As  in  other  sectors,  some 
deals  have  been  too  ambi- 
tious. over-stating  the  likely 
cost  savings  and  synergy 
benefits.  The  immediate 
effect  of  the  merger  in  late 
1996  of  Pharmacia  of  Sweden 
and  Upjohn,  a US  rival,  for 

A common  failure 
in  mergers  is 
for  companies  to 
pay  too  little 
attention  to  the 
intangible  assets 


example,  was  a series  of 
profits  warnings  and  the 
departure  of  the  chief  execu- 
tive. Rather  than  growing, 
the  profits  of  the  combined 
entity  fell. 

As  in  the  IT  sector,  an 
issue  particular  to  drug  com- 
pany mergers  is  dealing  with 
the  many  highly-qualified 
employees. 

•'A  common  failure  is  for 
companies  to  look  at  the 
physical  assets  of  a merger, 
the  real  estate  and  the  prod- 
ucts. and  to  pay  too  little 
attention  to  the  intangible 
assets,  tbe  ail-important 
intellectual  capital  which 
lies  in  the  people."  says 


the  world  sector  by  a more 
modest  25  per  cent  over  the 
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companies  Kearney 
vpyed,  as  are  Novartis  and 
Pharmacia  & Upjohn,  also 
products  of  mergers. 

Glaxo  Wellcome,  formed 
through  Giro's  ^-lbn  hos- 
tile takeover  of  its  UK  rival 


Strategy  Consulting,  adds 
that  competitors  are  often 
quick  to  act-  “They  nip  in 
quickly  and  try  to  pick  off 
the  best  people.  Companies 
can  then  have  difficulties 
restocking  talent.  People 


n now  has  a market  restocking  «u«u. 

m }•  nf  f79bn  com-  know  where  there  are  prob- 

capl  tall  sat  ion  of  ■ , „ v,  nKwr  Nnvar- 


cominies’  com-  tans.-  he  says,  citing  Novar- 
panvi  to  the  compa  h Swiss  company 

f-med  from  Ob.  ud 

RrS.l  Mvers  Squibb,  an  Sandoz.)  as  an  example. 

Bristol-Myers  aq  other  rases,  companies 

all-American _ merger ol :un  hecome  unstuck 

it  is  only  ui  the  their  own  generos- 

Kearneys  valuer  creation  “g^ives  at  Glaxo 
rankings.  *m  i 


Wellcome  admit  tbe  group 
lost  some  staff  it  would 
rather  have  retained  - many 
were  seduced  by  the  size  of 
the  redundancy  package. 

Paul  Hemsley.  an  ex-Well- 
come  employee,  now  a con- 
sultant af  Erast  & Young, 
says  that  while  much  atten- 
tion is  often  devoted  to  fill- 
ing top  management  posi 
lions,  companies  often1-}- 
failed  to  identify  key  staff 
elsewhere. 

"They  haven’t  looked  low 
enough  in  the  new  organisa- 
tion. The  key  scientists  can 
often  be  at  a relatively 
junior  level."  he  says. 

The  business  culture  of  a 
life  sciences  company, 
including  creating  the  right 
environment  for  R&D.  is 
critical  - and  often  underes 
timated.  says  Pharma  Strate- 
gy's Dr  James. 

Bill  Casxell.  chief  execu- 
tive of  Nycomed  Amersham, 
the  Angio-Norwegian  diag- 
nostics group,  says:  “Before 
our  merger  I knew  countries 
had  cultures  but  I didn't 
fully  appreciate  the  extent  to 
which  companies  do  too.” 

The  former  Amersham 
executives,  he  says,  came 
from  a small  company  back- 
ground where  cash  was 
always 'tight;  at  Nycomed. 
managers  were  more  used  to 
having  financial  resources  to 
deploy  when  problems  arose. 

At  the  same  time,  some 
mergers  have  disappointed 
because  they  have  tried  to 
keep  everybody  happy  and 
ended  up  lacking  a common 
culture  or  a dear  sense  of 
direction. 

Phannada  & Upjohn,  for 
example,  initially  kept  on  its 
previous  corporate  head- 
quarters and  created  a new 
base  in  a neutral  location, 
the  UK. 

"People  were  working  in 
different  time  zones  for  dif- 
ferent pay  and  with  different 
holidays.  They  never  really 
merged,"  says  Dr  James. 

Settling  down  an  organisa- 
tion after  a merger  can.  take 
years. 

Insiders  at  Bristol-Myers 
Squibb,  which  recently 
appointed  its  third  head  of 
European  operations  in  less 
than  two  years,  say  the  com- 
pany, formed  in  1989,  has 
still  not  achieved  manage- 
ment stability,  and  talk  of  "a 
revolving  door  manage- 
ment". 

Dr  James  says  that  while 
big  pharma  companies  have 
been  distracted  by  merger 
mania,  the  source  of  innova- 
tion has  been  shifting  away 
from  them:  “The  range  of 
technology  is  too  broad  and 
deep  for  companies  to  keep 
up.  Their  expertise  can 
decline  very  rapidly  because 
the  pace  of  change  is  so 
great." 

Rather  than  contemplating 
mergers  and  all  the  upheav- 
als these  involve,  he  say s, 
the  big  companies  should  be 
focusing  on  outsourcing  and 
forming  alliances  with  the 
biotech  and  smaller  pharma 
companies  that  are  pioneer- 
ing many  of  the  changes 
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with  Solvay  all  the  way 


Health  is  a universal  concern.  Around  the  world, 
families  and  individuals  seek  to  grow  io  a balanced,  sustained 
way.  Solvay  Pharmaceuticals  supports  them  in  (his  quest, 
with  a range  of  therapies  to  help  people  in  each  stage  of  life. 

Solvay  Pharmaceuticals  is  an  innovative  pharmaceutical 
research-based  company  that  operates  worldwide  in  over  40 
countries,  with  a workforce  of  more  than  6,000. 

Growth  is  aimed  for  through  innovation, 
geographical  expansion,  acquisition  and  alliances. 

Solvay  Pharmaceuticals'  RAD  centers  are  located  in 
Germany,  tbe  Netherlands,  the  USA  and  Japan. 

Solvay  Pharmaceuticals  concentrates  on  the  discovery, 
development,  manufacturing  and  marketing  of  therapeutic 
agents  that  meet  real  clinical  needs  in  the  fields  of  psychiatry, 
cardiology,  gastroenterology  and  women's  health.  Products 
originate  from  own  R&D  as  well  as  from  in-licensing  and 
co-developments.  Innovation,  focus  and  synergy  ate  key 
elements  for  Solvay  Pharmaceuticals  R&D  approach. 

Solvay  has  chosen  to  complement  its  in-house  expertise 
with  excelling  external  know-how  through  partnerships. 
Strategic  alliances  framed  with  biotech  companies  have 
strengthoied  Solvay’s  Drug  Discovery  platform. 


hnp://www_sol  vay.com 


Solvay  Pharmaceuticals  takes  a continuing  interest 
in  enabling  technologies  as  well  as  in  products  in  the 
development  phase  that  fit  with  our  areas  of  activity. 
Partnerships  and  collaboration  based  on  synergy  and 
fit  are  key  to  our  growth  strategy. 

Solvay  Pharmaceuticals  arms  to  innovate  rather  than 
copy.  The  company  wants  to  drive  forward  on  her  ability  to 
make  new  therapies  that  stand  out  as  different  and  valuable. 


A true  passion  for  progress. 
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a Passion  for  Progress ® 


A group  of  Chemical  and  Pharmaceutical  companies. 
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THE  INDUSTRY  IN  2010  by  Sir  Richard  Sykes 

Beyond  the 

millennium 


What  can  we  look  forward  to 
in  2010?  The  twin  drivers  of 
change  - scientific  and 
technological  advance  and 
economic  pressures  - will 
continue  to  have  a marked 
influence  on  our  industry 
and  its  operating 
environment,  indeed,  the 
pace  of  change  can  be 
expected  to  quicken.  But  by 
2010  will  it  be  a case  of 
promise  fulfilled  or  promise 
thwarted? 

Some  things  can  be 
predicted  with  some 
certainty.  By  2010  we  will  be 
realising  the  fruits  of  the 
scientific  revolution  that  is 
today  unfolding.  The 
knowledge  and 
understanding  of  human 
genetics  will  have 
transformed  our  whole 
approach  to  the  recognition 
and  treatment  of  human 
diseases,  including  such 
'scourges  as  Alzheimer's, 
heart  disease,  and  many 
types  of  cancer. 

The  understanding  of  the 
genetic  basis  of  many 
diseases,  already  well 
advanced,  will  have 
delivered  unrivalled 
opportunities  for  improved 
diagnosis  and  treatment.  We 
will  have  increasingly 
established  that  many 
existing  conditions  that 
today  are  diagnosed  and 
treated  as  if  they  were 
virtually  the  same  disease, 
such  as  diabetes,  in  reality 
comprise  numerous  separate 
diseases. 

We  may  not  have  reached 
the  stage  of  individual 
patient-targeted  therapies; 
but  broad  patient  sub- 
groups will  certainty  have 
been  classified.  For  these, 
the  success  of  targeted 
therapies  will  be  dramatically 
higher  than  we  are  used  to. 

The  scientific  revolution 
will  be  associated  with  a 
transformation  of  information 
networks  involving  all  the 
key  constituents  in  the 
healthcare  sector  from 
scientists  through  to  the 
general  public.  Worldwide  i 

growth  of  internet  usage  will  1 
give  ordinary  citizens  access 
to  an  enormous  range  of  1 

information  in  terms  of 
disease  awareness  and  new  i 
therapeutic  opportunities.  In 
many  areas  patients  could 
be  almost  as  knowledgeable 
as  their  doctors  about  their 
conditions  and  treatment 
The  pharmaceutical 
industry  must  play  a leading 
part  in  the  transfer  of 
learning  from  genetic  and 
other  pharmaceutical 
research  through  to  medical 
practice  and  patient 
understanding - 
This  will  certainly  involve 
the  pharmaceutical  industry 
in  a major  knowledge 
transfer  to  healthcare 
professionals  - the 
traditional  audience  for  the 
industry.  But  it  is  also  likely 
to  encompass  further  direct 
communication  by  the 
pharmaceutical  industry  to 
the  public. 

These  new  pharmaceutical 
opportunities  will  force  a 
substantial  change  in 
economic  policy  towards 
healthcare  expenditure.  In 
many  circumstances 
pharmaceutical  therapy  is 
already  known  to  be  the 
most  cost-effective  way  of 
treating  and  preventing 
disease,  i am  convinced  that 
by  2010  - and,  with  luck, 
much  earlier  - 
pharmaceutical  intervention 
will  have  become 
acknowledged  as  the  key 
investment in  the  long-term 
health  of  the  population. 

Economic  evaluations  of 
healthcare  will  take  an 
increasingly  holistic 
approach  which  will  assess 
the  impact  of 
pharmaceutical  therapy  on 
the  whole  healthcare  sector 
- and  in  many  cases  the 
whole  economy. 

This  transformation  of 
approach  towards  the 
financing  of  pharmaceutical 
usage,  prompted  by  the 
wealth  of  scientific 
opportunity,  will  also  lead  to 
a reassessment  of  the 
relative  contributions  of 

public  and  private  financing 

of  healthcare.  I expect  that 
governments  in  the  western 
world  will  need  to  redefine 
the  responsibilities  of  the 
state  in  fills  area. 

It  seems  to  me  inevitable 
that  a greater  share  of 
private  funding  - from 
private  insurance  as  well  as 
from  individual  patient 
purchase  - will  drive  the 
evolution  of  new  funding 
systems,  and  that  during  the 
next  decade  we  will  see  a 
significant  debate  on  thts 
issue,  leading  to  funding 
reform,  i do  not  doubt  that  a 
state  "safety  net"  or 
minimum  guaranteed 
healthcare  provision  will 
remain;  but  I do  expect  that 
greater  patient 
empowerment  will  go  hand 


Sir  Richard  Sykes:  chairman 

of  Glaxo  Wellcome 


in  hand  with  greater  patient 
financial  involvement  and 
responsibility. 

So  what  kind  of 
pharmaceutical  industry  will 
we  see  by  2010?  I am 
convinced  that  rt  will  be  very 
different.  The  die  is  already 
cast.  The  financial  resources 
required  to  invest  in  the  new 
diagnostic  and  therapeutic 
technologies,  at  a time  when 
payers  are  squeezing 
revenues  on  the  historic 
technologies  and  therapies, 
will  result  in  fewer  major 
companies. 

No  longer  will  the  largest 
company  account  for  just  5 
per  cent  of  the  global 
market  - as  it  does  today. 
There  are  still  significant 
economies  of  scale  to  be 
achieved. 

But,  despite  this,  I don't 
believe  that  any  one 
company  or  small  group  ol 
companies  will  be  capable 
of  monopolising  the 
enormous  growth  of 
scientific  knowledge  and 
understanding  that  will  have 
occurred  over  the  decade. 

Alongside  the 
pharmaceutical  leaders,  a 
sector  of  niche  companies 
will  continue  to  thrive,  based 
on  specialised  knowledge 
and  a narrow  technological 
focus.  The  networks  that  will 
link  these  smaller, 
specialised  companies  with 
the  unique  competencies  of 
the  global  “big  pharma" 
businesses  will  guarantee  a 
dynamic  and  competitive 
sector. 

Not  only  will  the 
pharmaceutical  industry  be 
transformed  in  structural 
terms,  its  geographical 
configuration  will  also 
change  significantly.  Despite 
the  downturn  in  Asia  in  the 

‘By  2010  I believe 
Asia-Pacrfic  [will] 
represent  an 
economic 
powerhouse 


late  1990s,  I believe  that  by 
2010  it  will  have  been  clear 
that  the  Asia- Pacific  region 
does  indeed  represent  an 
economic  powerhouse  for 
the  21st  century.  The 
pharmaceutical  industry  will 
respond  accordingly. 

The  fact  that  effective 
patent  protection  is  now 
increasingly  being  enacted  in 
emerging  economies  will 
give  confidence  to  the 
pharmaceutical  industry  to 
invest  in  these  markets.  That 
will  increasingly  include 
investment  in  research  and 
development  activities. 

Today,  around  80  per  cent 
of  the  pharmaceutical 
industry  is  based  on  the 
needs  of  the  developed 
markets;  by  2010  I suggest 
we  will  see  a situation  in 
which  today's  developed 
and  developing  regions  are 
seen  as  more  clearly  equal 
components  of  the  global 
pharmaceutical  market 

I do  also  hope  that  by 
2010  our  industry  wilt  have 
buitt  on  the  foundation  of 
early  promising  partnerships 
wfth  WHO,  UN  agencies  and 
governments  to  bring  about 
real  progress  in  the 
widespread  treatment  of 

disease  that  continues  to 
ravage  the  developing  world 
such  as  malaria,  HIV/ 
Aids-related  diseases,  and 
tuberculosis. 

The  next  decade  has  the 
potential  to  bring  more 
significant  change  to  the 
products,  markets  and 
structure  of  the 
biopharmaceuticals  industry 
than  any  previous  period  in 
history.  The  pharmaceutical 
industry  now  has  the 
opportunity  to  capitalise  on 
a scientific  revolution  (n 
genetics  to  achieve  a 
revolution  in  its  relationships 
with  all  the  constituents  of 
the  healthcare  sector  - with 
medical  practitioners,  with 
financing  agencies  and, 
most  importantly,  with 
patients. 


BIOTECHNOLOGY  OVERVIEW  by  David  Pilling 


One  continent,  two  experiences 


The  UK’s  more  mature  industry  is  suffering 
from  an  investor  backlash,  while  continental 
Europe's  emergence  provokes  excitement 


The  European  divide 
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Why  is  Herman  the 
transgenic  bull  worth  three 
tunes  Dolly  the  cloaed 
sheep?  The  answer  is  that 
Herman  belongs  to  Pbarm- 
mg,  a continental  European 
company,  whereas  Dolly  is 
the  creation  of  PPL  Thera- 
peutics, part  of  the 
depressed  British  biotechnol- 
ogy scene. 

Pharming.  which  like  PPL 
manufactures  human  medi- 
cines in  arrimal  milk,  last 
year  raised  $75m  in  a stock 
market  flotation  that  valued 
the  Dutch  company  at 
$175m.  Meanwhile,  PPL  had 
to  go  cap  In  hand  to  inves- 
tors in  search  of  new  funds, 
offering  them  a 30  per  cent 
discount  on  its  already 
weather-beaten  price. 

The  contrasting  experi- 
ences of  the  two  companies 
reflect  the  divergent  states 
of  UK  and  continental  Euro- 
pean biotechnology.  The 
more  mature  UK  sector  is 
suffering  an  investor  back- 
lash as  investors  learn  how 
hard  it  is  for  biotechnology 
companies  to  turn  bright 
ideas  into  profits.  Continen- 
tal Europe,  by  contrast,  is 
enjoying  a honeymoon,  with 
many  investors  wooed  by 
the  groundbreaking  science 
and  intriguing  investment 
opportunities  offered  by  bio- 
tech. 

The  birth  of  European  bio- 
technology follows  a 15-year 
period  when  the  industry 
grew  strongly  in  just  two 
countries:  the  US  and  the 
UK.  Although  continental 
Europe  boasts  several  world- 
renowned  scientific  institu- 
tions, such  as  Germany's 
Max  Planck  Institute,  bio- 
technology as  an  entrepre- 
neurial culture  never  really 
took  hold. 

That  is  until  now.  In  the 


past  few  years,  rising  unem- 
ployment, a nascent  share- 
owning culture,  and  a shift 
in  government  and  public 
attitudes  have  created  an 
environment  far  more  con- 
ducive to  biotech.  Prom 
Munich  to  Jerusalem,  from 
Paris  to  Copenhagen,  and 
from  Berlin  to  Reykjavik, 
biotechnology  companies  are 
sprouting  up  as  scientists 
catch  the  entrepreneurial 
bug. 

Although  continental 
Europe  still  has  fewer  listed 
biotech  companies  than  the 
UK  alone,  private  start-ups 
are  coming  thick  and  fast  in 
Germany,  France,  Scandina- 
via. and  elsewhere.  As  sec- 
ond-tier stock  markets  such 
as  Easdaq,  the  Neuer  Markt. 
and  the  Nouveau  Marche 
gain  credibility,  venture  cap- 
italists are  more  willing  to 
bankroll  early-stage  compa- 
nies, knowing  there  is  a 
potential  exit  I or  their 
Investment. 

“In  a very  short  period  of 
time  we  have  seen  an  explo- 
sion of  company  creation," 
says  Robert  Zegelaar.  part- 
ner at  Atlas  Venture.  “There 
is  world-class  science,  and 
there  are  now  world-class 
companies  in  Europe." 

The  surge  in  activity  has 
been  most  apparent  in  Ger- 
many. which  for  years 
shunned  biotech  as  scien- 
tists stuck  to  safe  jobs  in 
academia  or  “big  pharma", 
and  the  public  put  its  eco- 
nomic faith  in  traditional 
industries.  Tben.  in  1995. 
JUrgen  ROttgers.  science 
minister,  transformed  the 
landscape  by  offering  gov- 
ernment funding  to  the 
regions  that  best  promoted 
biotech. 

Almost  overnight,  the  sec- 
tor became  respectable  not 
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only  in  “winning"  regions 
such  as  Munich  - now  one 
of  Europe's  most  important 
biotechnology  clusters  - but 
also  in  those,  such  as  Berlin, 
that  failed  to  qualify  for 
BioRegio  D-Marks.  Since 
then  the  number  of  start-ups 
has  doubled  each  year,  to 
more  than  300.  This  year, 
several  companies  are  expec- 
ted to  list  on  the  booming 
Neuer  Markt 

France,  initially  ahead  of 
Germany  in  establishing 
well-respected  companies 
such  as  Genset  and  Trans- 
gene. has  also  begun  to  push 
biotech  harder.  Although  it 
has  not  taken  the  German 
route  of  offering  generous 
federal  and  state  subsidies, 
the  French  government  is 
changing  tax  and  other  laws 
with  the  aim  of  making-  it 
easier  for  early-stage  compa- 
nies to  flourish. 

Elsewhere,  biotech  is  also 
taking  hold  as  companies 
such  as  NeuroSearch  in  Den- 
mark. DeCode  (Iceland),  Bio- 
tech General  (Israel),  and 
Innogenetics  (Belgium) 
establish  themselves  as 


national  pioneers.  Often, 
though  not  always,  they 
have  done  so  with  official 
encouragement. 

Government  championing 
of  biotech  has  provoked  Brit- 
ish envy.  “We're  just  not  see- 
ing the  initiatives  for  sup- 
porting biotech  that  we're 
seeing  in  France  and  Ger- 
many.” says  Nick  Woolf,  bio- 
tech analyst  at  BancBostcm 
Robertson  Stephens.  “In 
terms  of  numbers  of  compa- 
nies, Europe  will  catch  up 
with  the  UK  very'  swiftly." 

In  the  US.  where  investors 
have  wearied  of  biotech,  it 
has  not  gone  unnoticed  that 
European  companies  have 
easier  access  to  finance. 
“Continental  European  com- 
panies that  are  the  equal  of 
others  around  the  world 
have  done  better  because 
they  have  a more  patient 
investor  base.”  says  Steve 
BurrilL  head  of  the  US  pri- 
vate merchant  bank  that 
bears  bis  name. 

Not  that  everything  is  rosy 
in  Europe.  Before  Morphosys 
successfully  floated  in  Ger- 
many this  month,  both  Phy- 


tera  and  BioVector  were 
forced  to  pull  out  of  IPOs. 
And  although  European  bio- 
tech shares  outperformed 
their  UK  and  US  counter- 
parts in  1996.  there  was  a 
significant  falling  away  at 
the  end  of  the  year. 

Some  analysts  believe  that 
process  has  further  to  go. 
The  high-tech  European 
stock  markets,  observers 
worry,  are  looking  distinctly 
“frothy”  as  inexperienced 
retail  investors  pile  into 
companies  they  barely 
understand. 

There  is  also  a concern 
that  some  companies  are 
overvalued  because  they  are 
seen  as  national  champions. 
Their  reputation  locally  can 
be  mistaken  for  interna- 
tional status,  and  they  often 
benefit  from  tax  laws  that 
make  it  more  attractive  to 
invest  in  domestic  compa- 
nies. 

“Because  there  are  only 
one  or  two  companies  on 
each  market,  supply  and 
demand  has  probably  built 
up  a price  that  companies 
would  not  have  achieved  if 


they  were  listed  on  an  inter- 
national exchange  like  Nas- 
daq," says  Mr  Woolf. 

Many  investors  also  worry 
that  because  of  the  flurry  of 
corporate  creation.  It  may  be 
difficult  to  find  managers 
with  the  experience  to  guide 
early-stage  companies 
through  to  profitability. 
Unlike  in  the  UK.  where  at 
least  two  companies  are 
likely  to  receive  US  regula- 
tory approval  for  their  prod- 
ucts this  year,  most  Euro- 
pean companies  are  years 
away  from  the  market. 

“There's  a lot  of  'two  pro- 
fessors with  an  interesting 
idea'  disguised  as  compa- 
nies, ” says  Mr  Buirill.  “And 
that's  a risk.” 

Helmut  Schuhsler  of  TVM. 
a German  venture  capital 
group,  believes  that  Euro- 
pean companies  will  have  to 
merge  in  order  to  gain  the 
necessary  critical  mass.  He 
would  like  to  see  national 
high-tech  stock  exchanges 
fold  into  a Europe- wide  mar- 
ket in  order  to  hasten  that 
process. 

The  healthcare  and  tech- 
nology division  aL  Nomura 
Corporate  Finance,  which 
invests  in  early-stage  compa- 
nies, recently  engineered  the 
merger  of  Shield  Diagnos- 
tics, of  Scotland,  with  Axis 
Biochemicals,  of  Norway, 
both  of  which  have  devel- 
oped a novel  test  for  cardio- 
vascular disease.  But  exam- 
ples of  such  mergers  are 
rare. 

Until  consolidation  begins 
in  earnest,  say  analysts,  the 
true  potential  of  European 
biotech  is  unlikely  to  be  real- 
ised fully.  Being  a national, 
or  even  a continental  cham- 
pion is  not  enough.  Biotech- 
nology companies,  and  the 
pharmaceutical  companies 
they  serve,  are  international. 
In  the  end.  companies  will 
either  make  it  on  the  global 
stage  - or  they  will  not 
make  it  at  all. 


* 
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EUROPEAN  ATTITUDES  by  Cath  Blackledge 


Benefits  that  go  against  the  grain 


Public  sensitivities,  notably  in  the  current  debate  over  genetically  modified  foods,  have  been  more  acute  than  in  the  US 


A trade  war  is  looming.  More  than 
10m  tonnes  of  US  soya  beans  and 
maize,  about  30  per  cent  of  it  genet- 
ically modified,  will  set  sail  for 
Europe’s  shores  this  summer.  But 
the  minority  of  Europeans  say  they 
do  not  want  it. 

The  US  Department  of  Agricul- 
ture estimates  it  lost  S270m  of 
trade  last  year  as  a result  of 
blocked  imports  of  maize  alone. 
How  much  it  could  lose  this  year 
depends  on  whether  European  con- 
sumers continue  to  say  “no”  to  the 
fruits  of  biotechnology. 

Western  Europe  arguably  gave 
birth  to  biotechnology  in  1953  with 
the  discovery  In  Cambridge  of  the 
molecular  structure  of  DNA.  But 
Europeans  have  treated  biotechnol- 
ogy and  its  entrepreneurs  with  far 
greater  suspicion  than  their  US 
counterparts. 

In  1986.  public  debate  over  the 
production  by  Novo  Nordisk  of 
insulin  and  human  growth  hor- 
mone using  genetically  engineered 
enzymes  prompted  Denmark  into 
drawing  up  the  world's  first  gene 
technology  law.  But  the  hurried 
legislation  was  so  stringent  that 
Novo  Nordisk  threatened  to  leave 
the  country  unless  it  was  relaxed. 

Three  years  later,  in  Germany,  a 
lack  of  gene  legislation  forced 
Hoechst  to  abandon  its  plans  for  a 
factory  to  produce  genetically-engi- 
neered insulin.  The  plant  was  even- 


tually built  in  1995. 

“Germany  would  probably  be  the 
biggest  single  biotechnology  player 
in  Europe  today  if  it  bad  been  able 
to  develop  in  a normal  way,"  says 
John  Durant,  chair  of  the  Euro- 
pean Federation  of  Biotechnology 
task  group  on  public  perceptions  of 
biotechnology. 

Prof  Durant  is  also  the  co-editor 
of  Biotechnology'  in  the  Public 
Sphere.  In  what  is  the  most 
up-to-date  assessment  of  European 
attitudes.  16.246  EU  citizens  were 
questioned  at  the  end  of  1996  - Just 
months  before  the  announcement 
of  the  birth  of  Dolly  the  cloned 
sheep,  and  as  concerns  about  GM 
food  began  to  surface. 

The  European  Commission 
report,  published  in  January, 
argues  that  - despite  the  fears  over 
GM  food  - biotechnology  in  the 
broader  sense  is  gaining  accep- 
tance. DNA  imagery  is  used  to  sell 
cars,  high-tech  products  with 
health  benefits  are  broadly 
accepted,  and  some  medical  tech- 
nologies are  viewed  with  less  suspi- 
cion in  Europe  than  they  are  in 
North  America 

Europeans  are  more  accepting  of 
genetic  testing  than  their  US  coun- 
terparts, perhaps  because  of  the 
structure  of  US  health  insurance. 

Last  June  the  Swiss  voted  in  a 
referendum  against  a proposed 
moratorium  on  biotechnology 


research.  Voters  were  swung  by  a 
growing  awareness  of  the  potential 
economic  and  health  benefits  of 
biotechnology  and  a fear  that  jobs 
would  be  lost  if  biotech  companies 
went  abroad. 

“The  study  does  dispel  the  myth 
that  Europeans  are  fundamentally 
anti-technology."  says  Prof  Durant. 

Countries  with  legislation  and 


‘Companies  need 
to  take  account  of 
the  political 
geography  of 
biotechnology1 


technologies  thrust  on  them,  such 
as  Austria,  are  more  suspicious. 
Austria  was  forced  to  accept  EU 
directives  on  biotechnology  when 
it  joined  the  EU  in  1994.  Public 
resentment  was  exacerbated  by  an 
illegal  field  release  of  GM  potatoes 
In  the  spring  of  1996. 

Today  Austria  continues  to  turn 
away  all  consignments  of  GM  soya 
and  maize  and  has  yet  to  see  any 
deliberate  GMO  releases.  More 
than  two-thirds  of  Austrians,  com- 
pared with  a European  average  of 
57.5  per  cent,  say  they  would  not 


buy  GM  fruits  even  if  they  tasted 
better. 

Ignorance,  too,  plays  its  part. 
According  to  the  report,  only  one- 
third  of  Europeans  realise  that  nat- 
urally-grown tomatoes  also  have 
genes.  Misinformation  is  com- 
pounded by  mistrust  of  scientists 
following  the  BSE  (mad  cow  dis- 
ease) shock  of  the  mid-1990s. 

There  is  also  a perception  that 
GM  food  is  being  imposed  on  Euro- 
peans by  arrogant  US  companies. 

“The  fact  that  GM  food  is  a 
North  American  product,  derived 
from  a North  American  seed  com- 
pany, which  was  then  shipped  as 
unsegregated  material  to  Europe, 
had  a significant  effect  on  the  pub- 
tic  debate."  says  Prof  Durant. 
“Companies  need  to  take  account 
of  the  political  geography  of  bio- 
technology’. Monsanto  has  learnt 
that  to  its  cost." 

“Not  all  companies  were  sensi- 
tive enough,  and  forgot  that  sensi- 
tivities can  be  different  in  different 
countries,”  agrees  Mads  Ovliseh, 
chief  executive  of  Novo  Nordisk. 

"You  can  kill  off  a technology 
quite  easily  if  you  steamroller  on," 
warns  Prof  Durant. 

One  way  to  avoid,  this  suggests 
Nigel  Poole,  head  of  regulatory 
affairs  at  Zeneca  Plant  Science,  is 
to  foster  more  informed  discussion. 
That  was  done  in  the  UK  with  in 
vitro  fertilisation  CTVFl  in  the  early 


1980s. 

“Society  has  got  to  find  ways  of 
rebuilding  trust  in  the  regulatory 
system  and  find  ways  of  handling 
high-tech  issues,”  he  says. 

Legislators  at  national  and  Euro- 
pean level  also  have  a large  role  to 
play.  The  relatively  youthful  regu- 
latory system  in  Europe  is  frag- 
mented, politicised  and  confused  in 
comparison  with  America's  federal 
systems.  It  took  12  years  for 
Europe  to  reach  a consensus  on  the 
patenting  of  biological  discoveries.’" 

“I  can  understand  why  people/*} 
are  uncertain  if  they  do  not  know*- 
what  they  are  putting  into  their 
mouths,"  says  Mr  Qvlisen.  He 
believes  it  could  be  a long  battle  to 
reclaim  consumer  confidence. 
“Companies  have  to  be  prepared  to 
be  patient” 

Agricultural  and  food  biotechnol- 
ogy is  the  focal  point  for  current 
dissension.  But  the  cloning  of 
humans,  the  production  of  spare 
body  parts  from  stem  cells  and  xen- 
otransplantation (the  use  of  animal 
organs  for  human  transplantation) 
are  issues  waiting  in  the  wings. 

“There  is  a need  for  industry, 
scientists  and  government  to  be 
thinking  ahead  to  give  adequate 
time  for  debate  and  to  get  social 
consensus  for  these  technologies." 
argues  Prof  Durant.  “If  instead 
they  lurch  into  the  marketplace, 
then  they’re  in  for  trouble." 


GERMANY  by  David  Pilling 

Bavarian  ‘buzz’  is  spreading 

The  country  has  been  turned  from  a virtual  biotech  backwater  to  one  that  boasts  at  least  300  such  companies 


Genome  Pharmaceuticals 
(GPC),  one  of  scores  of  bio- 
technology companies 
sprouting  up  around 
Munich,  is  temporarily 
housed  in  a grey,  un glamo- 
rous warehouse  on  Loch- 
hamer  Strasse.  ft  shares 

space  with  an  advertising 
agency,  a lithographer,  and  a 
storage  unit. 

The  start-up's  housing  dif- 
ficulties reflect  the  boom  in 
Bavarian  biotechnology;  just 
a few  hundred  yards  away 
the  biotech  incubator  at 
Martinsried  is  full  to  burst- 
ing. 

Micromet,  a research  com- 
pany specialising  in  cancer, 
managed  to  secure  offices  in 
tbe  Martinsried  Incubator. 
But  the  company  - whose 
chief  scientific  officer,  Pat- 
rick Bauerle.  is  one  of  sev- 
eral prominent  German 
entrepreneurs  to  be  lured 
back  from  US  exile  — is 
about  to  outgrow  its  alloted 
space. 

The  buzz  in  Martinsried, 
one  of  Germany’s  emerging 
biotech  clusters,  is  mirrored 
up  and  down  the  country.  In 
Cologne,  DUsseldorf.  Heidel- 


berg, Berlin,  and  Hanover, 
scientists  are  setting  up  com- 
panies with  an  entrepreneur- 
ial zeal  not  often  associated 
with  Germany. 

“What's  happening  in  Ger- 
man biotech  is  amazing," 
says  Jofg  PStzscb,  Wee- presi- 
dent at  Atugen  Biotechnol- 
ogy. a German  spin-off  from 
a US  biotech  company.  "The 
□umber  is  really  exploding, 
though  I know  tbat  does  not 

tell  you  about  the  quality. 
But  there's  a belief  that  Ger- 
many has  shifted  its  atten- 
tion from  steel  and  coal  to 
biotech." 

That  shift  has  partly  been 
spurred  by  worsening  unem- 
ployment, particularly 
among  academics.  Germans, 
for  years  suspicious  of  bio- 
technology, have  concluded 
that  job  creation  will  come 
in  the  new  industries,  not 
the  old.  The  public  now 
accepts  biotech,  at  least 
when  applied  to  human  med- 
icine. 

Two  events  have  cemented 
the  trend. 

The  first  was  the  BioRegio 
competition  launched  by 
Jurgen  ROttgers.  former  sci- 


ence minister,  in  1995.  In  an 
effort  to  emulate  the  high- 
tech  clusters  that  had  devel- 
oped around  such  cities  as 
Boston.  San  Francisco,  Cam- 
bridge. and  Oxford,  he 
Offered  federal  funds  to  three 
German  regions.  The  win- 
ners were  Munich.  Cologne/ 
DQsseldorf.  and  the  Rhine/ 
Neckar  area  around  Heidel- 
berg. Even  the  losers,  such 
as  Berlin  and  Hanover,  were 
Stung  Into  action. 

Second  came  the  establish- 
ment in  1997  of  the  Neuer 
Markt,  a stock  exchange  for 
smaller  companies,  which 
gave  venture  capitalists  a 
potential  exit  route  for  their 
investments. 

“These  two  events  sent  a 
dear  signal  that  biotech  was 
welcome  in  Germany,"  says 
Simon  Moroney.  chief  execu- 
tive Of  Morphosys.  which 
became  Germany's  first  pub- 
Ucly  quoted  biotech  com- 
pany this  month.  (Quiagen. 
which  is  listed,  is  considered 
a diagnostics  company.) 

Several  other  companies, 
including  Artemis.  Evotecb. 
Lion,  MediGene,  and 
Sequenom.  arc  mentioned  as 


among  the  companies  that 
may  also  seek  listings. 

Share  ownership  has 
become  more  fashionable, 
says  Mr  Moroney,  since  the 
partial  privatisation  of  Deut- 
sche Telekom  in  1996.  Retail 
interest  has  been  maintained 
by  the  spectacular  perfor- 
mance of  several  high-tech 
companies 

As  a result  Germany  has 

been  transformed  from  a vir- 
tual biotech  backwater  five 
years  ago  to  a country  that 
boast s at  least  300  compa- 
nies. Since  1995  the  number 
of  start-ups  has  roughly  dou- 
bled each  year,  and  there  is 
little  sign  of  slowdown. 

• That  flurry  of  corporate 
creation  has  been  facilitated 
by  an  upsurge  in  venture 
capitalism.  Five  years  ago 
only  Techno  Venture  Man- 
agement (TVM)  and  Atlas 
Venture  were  willing  to  lend 
to  German  biotech. 

“It  was  a desert  from  a 
financial  point  of  view.” 
recalls  Mr  Moroney,  who  had 
to  go  to  the  UK  for  start-up 
capital  "But  there  was  an 
awful  lot  of  untapped  sci- 
ence.” he  says,  particularly 


in  the  world-renowned  Max 
Planck  Institute. 

Today  more  than  10  ven- 
ture companies  are  endea- 
vouring to  turn  that  science 
into  commercial  success. 
They  have  been  encouraged 
by  generous  federal  and 
state  grants. 

GPC.  a functional  genom- 
ics company,  for  example, 
raised  DM65m  in  seed  finan- 
cing through  BB  BioVen- 
tures  and  TVM.  That 
amount  was  nearly  tripled 
through  a BioRegio  gram  of 
DM6m  and  a so-called  sUent 
partnership  (a  mixture  of 
debt  and  equity)  underwrit- 
ten by  a local  bank. 

Investors  regularly  triple 
their  original  stake  this  way, 
and  can  even  get  part  of 
their  investment  insured. 

"This  creates  huge  lever- 
age for  venture  capitalists,” 
says  Mirko  Scherer, 
vice-president  finance  at 
GPC.  “Its  amazing." 

Too  amazing,  say  critics. 
Some  wonder  whether  com- 
panies are  being  formed  that 
would  never  get  off  the 
ground  in  a more  market- 
driven  system.  They  also 


question  whether  Germany 
has  the  necessary  manage- 
ment experience. 

“There's  a lot  or  froth." 
says  one  London-based  ven- 
ture capitalist.  “We're  just 
waiting  for  the  bubble  to 
burst." 

Some  Germans  share  those 
concerns.  “In  an  environ- 
ment where  there's  ample 
money  you  can  sometimes 
be  led  astray.”  admits  Ericb 
Felber,  chief  executive  at 
Micromet. 

But  more  believe  the  fears 
are  overdone.  As  far  as  man, 
agement  is  concerned,  bio- 
tech has  been  adept  at 
attracting  German  entrepre- 
neurs from  abroad  and  from 
pharmaceutical  companies. 

Helmut  Schuhsler,  manag- 
ing partner  of  TVM.  believes 
Germany  has  struck  a credi- 
ble balance  between  kick- 
starting  a biotech  -industry 
and  allowing  market  mecha- 
nisms to  operate. 

Rather  than  trying  to  pick 
winners,  the  government 
channels  funds  through  pro- 
fessional lenders  since  offi- 
cial finance  is  only  granted 
to  companies  that  have 
raised  money  In  the  private 
markets. 

“They  used  us  {venture 
capitalists]  to  direct  their 
funding/'  he  says.  "That  was 
a very  clever  thing  to  do." 
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FRANCE  by  David  Firn 

Initiatives 
create  a 

new  climate 

TTie  socialist  government  is  taking  steps  to 
loosen  ties  on  state  scientists,  allowing 
them  to  take  part  in  start-up  enterprises 


LIFE  SClENCES.tBIQTECHNOLOGY 


FINANCE  by  Nuala  Moran 


There  is  a widely  held  view 
among  French  scientists, 

used,  to  jobs  for  life  in  gov- 
ernment research  institutes, 
that  science  should  stay  in 
its  ivory  tower,  free  from  the 
corrupting  influences  of  cap- 
italism. 

France  has  world-class  life 
science  research,  but  cul- 
tural and  structural  harriers 
discourage  scientists  from 
setting  up  companies.  Gov- 
ernment Investment  Initia- 
tives have  created  a new 
entrepreneurial  climate,  but 
venture  capitalists  are  find- 
ing it  hard  to  recoup  their 
investments. 

Even  when  scientists 
catch  the  capitalist  bug  they 
are  forbidden  from  "moon- 
lighting^ for  start-up  compa- 
nies. Those  who  quit  aca- 
demia say  goodbye  to  job 
security  and  comfortable 
pensions.  Only  40  or  so 
research  scientists,  from  a 
total  of  25,000,  make  the 
jump  to  the  private  sector 
each  year. 

Gerard  Soula.  chief  execu- 
tive of  drug-delivery  com- 
pany Flaxnel,  agrees  that 
France’s  centralised  science 
policy  has  suffocated  innova- 
tion. "Money  is  not  seen  as  a 
plus.  We  see  ourselves  as 
more  intellectual." 

Many  of  France's  biotech 
companies  have  been 
founded  by  researchers  who 
have  spent  time  in  the  US. 
“They  come  back,  and  say 
*why  not  me*?"  says  venture 
capitalist  Laurent  Ganem,  a 
partner  with  Apax. 

Encouraged  by  French  bio- 
tech pioneers  such  as  Genset 
and  Transgdne,  a new  gener- 
ation of  researchers  is  reject- 
ing the  anti-enterprise  man- 
tra. 

“What  freedom  ■ do  you 
have  when  you  must  do 
what  the  government  tells 
you,"  asks  Thierry  Jean, 
who  created  drug-discovery 
company  Cerep  in  1989  after 
a three-year  stint  at  the  US 
National  Institutes  of 
Health. 

Things  are  changing.  Ger- 
many’s spectacular  efforts  to 
promote  the  biotech  sector 
have  shocked  France  into 
action.  “Five  years  ago  we 
were  almost  laughing  at  Ger- 
many. In  two  years  they  are 


ahead  of  us  as  a result  of 
political  will,"  says  Pascal 
Brandy s,  chief  executive  of 
genomics  company  Genset. 

Last  year,  finance  minister 
Dominique  Strauss-Kahn 
announced  a package  of 
measures  to  kickstart  com- 
mercial science,  including  a 
FFrSOOm  state  investment  in 
local  venture  capital  funds, 
and  a FFrlOOm  seed  fund  to 
compensate  for  a distinct 
lack  of  business  angels. 

Prompted  by  the  need  to 
create  jobs,  the  socialist  gov- 
ernment has  agreed  to  relax 
the  terms  of  employment  for 
scientists.  A package  of  leg- 
islation to  promote  biotech, 
awaiting  a vote  in  the 
National  Assembly,  will 
allow  government  scientists 
to  participate  financially  in 
start-ups.  without  giving  up 
their  jobs. 

The  legislation  will  also 
encourage  institutes  to 
establish  technology  transfer 
units,  to  circumvent  a 
bureaucratic,  centralised 
commercialisation  system 
that  breaks  the  link-  between 
scientists  and  managers. 

To  support  the  spin-outs 
the  ministry  of  research  has 
created  12  pre-bioincubator 
centres,  which  offer  accom- 
modation for  two  years  to 
start-ups. 

There  is  only  one  biotech 
science  park  in  France  - the 
Genopole  at  Evry  south  of 
Paris,  which  is  home  to  Gen- 
set. Four  more  are  planned. 
Strasbourg  and  Lille  are 
almost  certain  to  be  chosen, 
and  Montpellier  is  a strong 
possibility,  according  to  Jean 
Alexis  Griznaud,  deputy 
director  at  the  research  min- 
istry. 

However,  proposals  that 
would  have  cut  the  tax  on 
stock  options  fell  victim  to 
anti-fat  cat  sentiment  in  the 
National  Assembly.  Stock 
options,  which  often  form 
the  bulk  of  a senior  execu- 
tive’s remuneration  in  US 
and  UK  biotech  companies, 
attract  income  tax  and  soda] 
security  payments  in  France. 

“This  is  totally  inappropri- 
ate for  an  industry  that  is 
trying  to  attract  key  individ- 
uals,” says  Mr  Brandys. 

Nevertheless,  civil  ser- 
vants believe  it  is  only  a 


In  the  lab  at  Transgbne,  a French  traObiazer 


matter  of  time  before  the 
entrepreneurs  get  their  way. 

Venture  capitalists  have 
raised  record  funds  for  life 
sciences  in  the  new  climate. 
In  1996  about  FFrl.fjbn  was 
invested  in  French  biotech 
by  venture  funds.  Apax  is  in 
the  process  of  closing  a 
FFr2bn  fund.  Sofinnova,  the 
oldest  of  France's  venture 
capital  companies  has  just 
raised  FFr7 90m.  Last  year 
Aurega  Partners  raised 
FFr450m. 

“Now  if  you  need  a lot  of 
money  it's  possible  in 
France."  says  Sofinnova 
partner  Denis  Lucquin. 

Alain  Gilbert,  the  chief 
executive  of  TbaHia,  a com- 
pany that  is  raising  FFr90m 
to  develop  drugs  from 
marine  algae,  says  there  is 
more  money  available  today 
than  ever  before.  “This  time 
we  are  not  looking  to  the  UK 
for  money,"  he  says. 

What  France,  like  most 
continental  countries,  lacks 
is  executives  with  a track-re- 
cord of  taking  companies 
from  idea  to  product.  “There 
are  lots  of  people  with  ideas 
Scientists  of  amazing  quality 
are  jumping  into  the  boat 
But  management  string  are 
another  story.  We  don't  have 
the  serial  entrepreneurs 
yet”  says  Mr  Ganem. 

Start-ups  are  going  to  need 
all  the  private  funds  they 
can  get,  because  while  ven- 
ture capitalists  are  flush 
with  money,  the  scene  at  the 
stock  exchange  could  not  be 
more  different 
The  Nouveau  Marche 
launched  in  1996  as  a source 
of  public  money  for  high- 
growth  companies,  has  run 
dry.  Cerep,  which  tapped  the 
Marche  to  grow  from  a small 
fee-for  service  operation  into 
a transatlantic  player  with 
its  own  drug  development 
programme  is  now  trading  at 
an  historic  low  along  with 


PROFILE 

NEUROSEARCH 


Through  window 
of  opportunity 


axes  on  venture 
ve  discouraged  the 
of  biotechnology 
s in  Scandinavia, 
lat  got  under  the 
uroSearch,  a 
in  central  nervous 
seases.  Its  portfolio 
a cure  for  every 
, with  potential 
s for  anxiety, 
a,  drug  addiction, 
toeimer's,  and 
’s  disease, 
re  very  hicky  to 
lystem,"  says 

nund,  chairman 
under  of  the 
which  is  based  in 
Denmark.  “Ten 
when  we  founded 
rch.  the  Danish 
pired  by  what  was 
l on  the  US  scene, 
venture  capital, 
tefy  they  fell  flat  on 
i and  it  was  a 
ut  we  took 
i of  this  window  of 


i May  1989 
m in  funding.  It. 

raised  DKr86m 
private  funding 
s going  public 


996,  raising 
\pril  1998  a 
ised  a further 
ing 

a current  total 
sb  and  the 
ring  it  is  sitting 

meytoseeft 

jfitabffity. 

r,  Neu  roSearch 

liddle  road  to 
s and  returns, 
of  developing 
tone  until 


trials. 


White  this  increases  costs, 
if  the  data  is  good  enough 
partners  will  then  be 
prepared  to  pay  more  In 
upfront  payments, 
milestones,  and  royalties,  ft 
also  gives  NeuroSearch 
control  over  the  pace  and 
direction  of  the  development 
programme. 

Similarly,  the  company  has 
kept  overheads  down  by 
outsourcing  clinical  trials  but 
retained  control  by  having 
an  in-house  team  to  manage 
them.  Nevertheless, 
overheads  have  risen  sharply 
In  the  past  three  years  as 
more  projects  moved  Into 
dinicai  trials. 

As  is  typical  for 
biotechnology  companies, 
revenue,  which  comes 
mostly  from  payments  from 
collaborators,  is  very  lumpy. 
Income  in  the  first  six 
months  of  1998  was 
DKr49.4m,  but  the  company 
did  not  expect  to  receive 
much  more  In  the  second 
half. 

Several  collaborations  are 
In  place,  NeuroSearch 
signed  its  first  licensing 
agreement,  with  Warner 
Lambert,  in  1990.  Since  then 

it  has  struck  partnerships 

with  Pfizer,  Bristol-Myers 
Squibb,  Shke 

Pharmaceuticals,  Pharmacia 
& 'Upjohn,  and  Meiji  Seika 
Kaisha  of  Japan.  An 
agreement  with  Glaxo 

Wellcome,  in  which  the  two 
were  developing  treatments 
for  asthma  and  stroke,  was 
ended  in  September  1997  at 
the  pre-cflnical  stage. 

NeuroSearch  is  careful  to 
exclude  rights  to  the 
Scandinavian  and  Baltic 
markets  fro"1  ^ licensing 
deals.  While  this  should 
I 


translate  into  superior 
returns  in  home  markets,  it 
also  allows  the  company 
gradually  to  increase  its 
capabiBties  in  drug 
development,  manufacturing 
and  marketing  without 
increasing  risks  or 
overheads. 

Jorgen  Buus  Lassen, 
president  and  chief 
executive,  said  that  eight 
pharmaceutical  companies 
expressed  an  (unsolicited) 
interest  in  its  anti-depressant 
NS2389  white  it  was  in 
Phase  1 safety  trials  in  the 
UK.  At  the  beginning  of 
February,  NeuroSearch 
received  permission  to  move 
into  a Phase  lla  efficacy  trial. 

"Once  the  trial  is  rurmteg 
we  win  send  out  information 
to  the  companies  that 
approached  us  arxl  before 
the  next  study  take  on  a 
partner,”  Mr  Buus  Lassen 
says.  Studies  show  that 
NS2389  is  faster  acting  than 
existing  anti-depressants, 
showing  an  effect  after  one 
week  against  four  to  six 
weeks  for  Prozac  and  PaxiL 
This  would  significantly 
reduce  the  risk  of  suicide  in 
patients  requiring  treatment 
for  depression. 

While  collaborative  deals 
to  date  have  achieved 
royalty  rates  in  single 
figures,  Mr  Buiis  Lassen 
says  he  hopes  to  secure 
more  than  10  pa-  cent  for 
NS2389. 

NeuroSearch  was  also 
approached  by  the  US 
National  institute  on  Drug 
Abuse  (Ntda)  proposing  a 
joint  development  project  for 
NS2359,  which  Nida  had 
singled  out  as  a potential 
treatment  for  cocaine 
addiction. 

The  next  milestone  in  toe  - 
development  of  Neuro- 
Search should  be  Its  lead 
compound  brasofensine,  for 
the  treatment  of  Parkinson's 
disease,  moving  into  Phase 
III  clinical  trials.  NeuroSearch 
had  previously  said  it 
expected  Phase  III  to  begin 
in  1B99  but  Mr  Buus  Lassen 
says  the  Phase  II  trials  are 
currently  being  analysed. 

Nuala  Moran 


trailblazers  Genset  and 
Transg&ne.  Gene  delivery 
company  Biovector  Thera- 
peutics was  forced  to  aban- 
don an  IPO  at  the  end  of 
February. 

Jeremy  Curnock  Cook, 
Rothschilds’  investment 
adviser  to  BIL.  the  Jersey- 
based  venture  capital  com- 
pany that  bolds  a stake  in 
Biovector,  believes  pioneer- 
ing French  biotech  compa- 
nies suffer  from  being  first 
in  an  untested  market.  “The 
continental  path  has  only  a 
few  footprints  on  it,"  he 
says.  But  one  must  remem- 
ber that  it  wasn't  straight- 
forward in  the  UK  six  years 
ago." 


A year  best  forgotten 


Stock  markets  have  been  buoyant,  but 
small-cap  biotech  companies  have  felt  a 
cool  wind  in  their  search  for  funding 


Last  year  was  a horrible  one 
for  the  biotechnology  indus- 
try. both  in  the  US  and 
Europe.  Against  rising  mar- 
kets. the  value  of  quoted 
companies  fell  sharply  and 
many  institutional  Investors 
pulled  out.  The  change  in 
sentiment  hit  the  financing 
of  European  companies  at  all 
stages  of  development 

“Fund  managers  who  had 
an  Interest  in  the  sector 
clearly  bad  cause  to  regret  it 
in  the  past  12  months,  partic- 
ularly when  indices  in  gen- 
eral were  on  the  way  up,” 
says  Jeremy  Curnock  Cook, 
director  of  the  bioscience 
unit  of  Rothschild  Asset 
Management 

"Fund  managers  who  were 
in  biotech  for  the  short  term 
departed  some  time  ago: 
those  in  for  the  longer  term 
were  not  comfortable  but 
took  the  view  the  market  is 
cyclical,  so  staying  in  is  the 
best  strategy." 

Three  companies  - Oxford 
GlycoSciences,  Oxford 
Asymmetry,  and  Quadrant 
Healthcare  - floated  in  Lon- 
don in  the  early  part  of  1998. 
Since  then  there  have  been 
no  IPOs  in  London,  though 
Bioscience  Innovation  and 
ReGen  Therapeutics  did  slip 
on  to  Ofex.  the  unregulated 
London  market. 

There  was  limited  activity 
elsewhere  in  Europe.  Pharm- 


ing  Group,  of  the  Nether- 
lands, listed  on  the  pan-Eu- 
ropean  Easdaq  market  and 

Antisoma,  based  in  London, 
followed  suit. 

The  indications  are  that 
while  UK  investors  are  off 
biotechnology,  there  is  still 
interest  in  mainland  Europe, 
with  retail  investors  retain- 
ing their  appetite.  “The 
downturn  has  yet  to  sweep 
through  Germany  and 
FTance,"  notes  Mr  Curnock 
Cook.  “In  Europe  we  see  a 
market  that  is  still  learning 
the  ropes,  and  is  yet  to  go 
through  the  cycles  seen  in 
the  US  and  the  UK." 

Glyn  Edwards,  chief  exec- 
utive of  Antisoma,  says  the 
company  bad  been  planning 
another  private  round  of  fin- 
ancing. “But  when  we  talked 
to  investors  in  Europe  we 
were  encouraged  to  go  to 
Easdaq.  It  is  a difficult  Hmn 
to  raise  money,  however  you 
do  It  - the  non-specialists 
have  pulled  out” 

Similarly,  the  US  company 
Phytera  - based  in  Worces- 
ter, Massachusetts,  with  sub- 
sidiaries in  the  UK  and  Den- 
mark - chose  to  go  public 
last  month  via  a dual  listing 
on  Easdaq  and  the  Copen- 
hagen exchange.  The  com- 
pany had  previously  said  it 
wanted  to  reflect  the 
geographical  spread  of 
its  operations  by  floating 


on  Nasdaq  and  Easdaq, 

Malcolm  Morville.  chief 
executive,  says:  “Nasdaq  has 
been  a difficult  market  for 
small  cap  stocks,  both  bio- 
tech and  non-biotech,  with 
no  IPOs  in  the  past  six  to 
nine  months.  We  have  two 
wholly-owned  subsidiaries  in 
Denmark  and  many  Scandi- 
navian investors,  so  it  makes 
sense  to  list  in  Copenhagen.” 

The  German  company 
Morphosvs  floated  on  the 
Neuer  Markt  in  Frankfurt 
this  month,  but  the  picture 

in  1999  remains  mixed,  with 
Biovector  Therapeutics  pull- 
ing out  of  its  notation  on  the 
Nouveau  Marchfi  in  Paris, 
planned  for  February  22. 

The  end  of  last  year  saw 
some  heavily-discounted 
rights  issues  by  companies 
listed  in  London.  It  says 
much  about  the  state  of  the 
sector  that  PPL  Therapeu- 
tics. the  company  associated 
with  the  most  famous  devel- 
opment in  the  history  of  bio- 
technology. the  clou  ing  or 
DoDy  the  sheep,  was  forced 
to  offer  a discount  of  more 
than  30  per  cent  to  raise 
£20m  last  November.  In  the 
same  month  Therapeutic 
Antibodies  raised  £7.5m  at  a 
52  per  cent  discount. 

The  run  of  bad  news  in  the 
quoted  sector  is  having  an 
effect  on  the  unquoted  com- 
panies. Chief  executives  of 
start-up  and  early-stage  com- 
panies all  make  the  same 
comment  - there  is  money 
available  if  you  have  a good 
story  to  tell.  Investors  are 


looking  for  a more  robust 
business  model  than  the  one 
that  promised  jam  tomorrow 

when  the  blockbuster  drug 

was  registered.  They  are 
interested  in  companies  with 
platform  technologies  that 
can  be  licensed  or  used  to 
attract  partners,  collabora- 
tive deals  that  provide 
staged  payments  and  the 
promise  of  a royalty  stream, 
and  the  spice  of  an  in-house 
portfolio  with  blue  sky 
value. 

The  sad  state  of  the  quoted 
companies  and  paucity  of 
IPOs  is  not  damping  the 
enthusiasm  for  starting  up 
companies.  But  it-is  making 
venture  capitalists  more 
reflective,  according  to  Ant- 
ony Ross  of  3i.  the  leading 
venture  capital  investor  in 
biotech  nology.  “It  is  forcing 
investors  to  be  more  selec- 
tive on  start-ups  and  the  exit 
valuation  is  likely  to  be 
less." 

Chris  Coggill.  head  of 
Generics  Asset  Management, 
agrees.  "The  number  of  ear- 
ly-stage opportunities  is 
increasing  but  the  value  is 
going  down  and  there  are 
worries  for  early-stage  inves- 
tors that  the  time  to  realisa- 
tion is  getting  longer." 

Despite  this,  Atlas  Venture 
announced  at  the  end  of  Feb- 
ruary that  it  was  launching 
a new  S4G0m  fund. 

“The  effect  of  the  adjust- 
ments we  saw  in  1998  is  to 
make  biotechnology  less 
valuable  but  more  reliable, 
adds  Mr  Ross.” 
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When  people  talk  about  the  opportunities  of 
the  European  single  market,  we  on  Madeira 
know  what  they  mean.  Because  here,  there  is  an 
international  business  centre  that  is  helping 
companies  meet  the  very  special  needs  oF  doing 
business  in  Europe.  That’s  right,  Europe. 
Madeira  is  a region  oF  Portugal  with  Full  mem- 
bership oF  the  European  Union  (EU). 

We  understand  that  paying  close  attention  to 
efficiency  in  production  and  costs  is  key  to 
success.  That's  why  we  created  a unique 
European  industrial  free  trade  zone  (IFTZ). 

Madeira's  IFTZ  offers  manufacturers  exemp- 
tion from  tax  on  profits,  dividends  and  capital 
gains  until  2011.  There  is  EU  regulated  exemp- 
tion from  import  duties  if  EU  origin  rules  are  met. 
Operation  and  labour  costs  are  competitive  and 
our  communications  infrastructure  is  world  class. 
And  there's  more. 

If  you  are  interested  in  European- based 
production,  come  and  talk  with  us.  When  we  say 
that  the  advantages  of  Madeira's  IFTZ  can 
advance  your  success  in  Europe,  we  mean  today. 


Madeira 

Europe  d Perfect  Platform 
For  Global  Bu*tine<f<f 


Madeira  Development  Company 

RuadaMouraria,Na9-l 
RO.  Box  4164 

9052  Funchal  Codex  Madeira  Portugal 
Tet  (351-91)  20.13.33  Fax:  (35 1 -91)  20.13.99 


For  information  on  Madeira  and  how  we  can  help  your  business,  write  or  fax  us  at  our  address. 
You  can  find  us  on  the  Internet  at  http://www.sdni.pt/  E-mail  sdm(S!sdm.pt 


THE  UK  by  Virginia  Marsh 


Still  ahead  of  the  game 

There  has  been  evaporation  of  investor  confidence,  but  the  sector  continues  to  expand  at  a blistering  pace 


From  the  sorry  state  of  the 
quoted  UK  biotechnology 
sector,  whore  company  valu- 
ations nose-dived  last  year 
after  the  British  Biotech 
affair  - in  which  managers 
were  accused  of  exaggerat- 
ing the  efficacy  of  the  com- 
pany’s lead  product  - it 
would  be  easy  to  assume  the 
industry  was  in  trouble. 

In  fact,  the  sector  - the 
second-largest  tn  the  world 
after  the  US  - is  still 
expanding  at  a blistering 
pace.  A report  published  this 
month  by  the  Bioindustry 
Association  says  there  are 
more  than  460  companies  in 
the  sector  - only  about  40 
are  stock  market  listed  - 
and  the  industry  employs  an 
estimated  35,000  to  40,000.  a 
number  that  has  been 
increasing  at  20  per  cent  a 
year  over  the  past  four 
years. 

“The  UK  sector  continues 
to  grow  exponentially  - 
unlike  in  the  US,"  says  John 
Stme,  B1A  chief  executive. 
“We're  still  seeing  some- 
thing like  one  new  company 
being  formed  a week.” 

Rob  Zegelaar  of  Atlas  Ven- 
ture, the  Dutch  venture  capi- 
tal group,  says  the  UK  indus- 
try has  a critical  mass  and 
infrastructure  that  continen- 
tal Europe  still  lacks. 

“It’s  both  easier  to  make 
and  manage  biotech  invest- 
ments in  the  UK,"  he  says. 
“There  is  excellent  science, 
and  you  have  serial  entre- 


preneurs here.  There  are 
also  lawyers,  accountants 
and  City  [of  London]  ana- 
lysts who  know  the  sector. 
This  makes  a big  difference.” 

The  industry  remains  con- 
centrated in  what  Schroder 
Ventures,  an  active  investor 
in  the  sector,  describes  as 
the  “golden  triangle”  of 
Oxford,  Cambridge,  and  Lon- 
don. as  well  as  in  central 
Scotland.  But  other  regional 
clusters  of  activity  are 
emerging  around  university 
cities  such  as  Manchester 
and  York,  and  in  the 
south-west  around  Bristol. 
Bath,  and  Cardiff. 

Ron  James,  chief  executive 
of  PPL  Therapeutics,  the 
Edinburgh-based  company 
famous  for  cloning  Dolly  the 
sheep,  says  universities  are 
increasingly  aware  of  the 
commercial  potential  of  their 
research  but  that  there  is 
still  some  way  to  go. 

“They  often  have  an 
inflated  view  of  the  value  of 
their  early  stage  science,”  he 
says.  ‘Turning  science  into  a 
commercial  product  can  cost 
tens  of  millions  of  pounds.” 

Despite  the  enthusiasm  at 
the  grass  roots,  the  evapora- 
tion in.  investor  confidence 
in  the  quoted  sector  has  cre- 
ated something  of  a water- 
shed for  the  industry. 

One  of  the  most  tangible 
results  of  the  problems  has 
been  a far  harder  environ- 
ment for  raising  rash. 

Even  companies  that  have 


delivered  what  they  prom- 
ised have  been  fait  PPL,  for 
example,  was  only  able  to 
raise  last  summer  by 
. offering  a 33  per  cent  dis- 
count. The  £20m  offering 
was  priced  at  SOp  compared 
with  450p  at  flotation  in  1996 
even  though  the  technology 
behind  Dolly  is  three  years 
closer  to  delivering  a com- 
mercial product 

Dr  James,  who  sits  on  the 
boards  of  two  smaller  bio- 
technology companies,  says 
the  noa-quoted  sector  Is  also 

'faring  fipfinriaT  constraints. 

There  are  relatively  few  ded- 
icated biotech  funds,  and 
investors  have  been  switch- 
ing investments  into  other 
areas  of  technology  such  as 
media  and  IT,  sectors  that 
offer  quicker  returns. 

Among  other  things,  the 
biotech  industry  has  not 
lived  up  to  earlier  hopes  that 
it  would  be  able  to  develop 
drugs  significantly  more 
quickly  than  the  big  pharma- 
ceutical companies. 

“These  days,  to  attract 
funding,  companies  need  to 
be  further  into  trials  and 
have  more  substantial,  wider 
and  bigger  portfolios.”  says 
Cathrin  Petty  of  Schroder 
Ventures,  predicting  this 
will  lead  to  more  consolida- 
tion. 

Ms  Petty  says  investors 
are  also  placing  more 
emphasis  on  the  strength  of 
the  management  team. 

“It's  a question  of  matu- 


rity.” she  says.  “As  more 
companies  get  products  to 
markets,  there  will  be  more 
managers  who  understand 
the  process  because  they 
have  been  through  it  before. 
The  UK  sector  has  benefited 
from  ex-pats  returning  from 
the  US  biotech  sector,  but 
there  aren't  enough.  Former 
big  pharma  employees  are 
also  coming  into  the  sector 
but  they  don’t  always  adapt 
well  to  working  at  smaller 
biotech  companies.” 

Consolidation,  meanwhile, 
is  already  under  way.  Shield 
Diagnostics,  for  example,  is 
merging  with  Axis  Biochemi- 
cals of  Norway.  Together, 
the  two  former  competitors 
. will  have  a strong  global 
position  in  homocysteine,  a 
new  test  for  heart  disease. 

Consolidation  is  also  tak- 
ing place  among  the  big 
pharmaceutical  companies. 
This  is  stopping  them  in  the 
short-term  from  licensing 
from  biotech  companies  as 
agressively  as  they  used  to, 
says  Mr  Zegelaar. 

A longer-term  danger  is 
that  the  bigger  companies 
emerging  will  only  be  inter- 
ested in  drugs  with  poten- 
tially large  markets  capable 
of  making  material  contribu- 
tions to  their  enlarged  busi- 
nesses. 

“The  question  then  is  who 
will  license  biotech  compa- 
nies for  the  drugs  with 
smaller  markets.”  says  Dr 
Sime.  “We  also  don’t  know  if 


the  merged  companies  will 
spend  as  much  on  research 
and  development." 

With  healthcare  budgets 
around  the  world  uniter 
pressure,  there  is  also  the 
issue  of  payment  at  the  cus- 
tomer end.  Aided  by  power- 
ful new  tools  such  as  genom- 
ics, companies  are  working 
on  a greater  number  of 
potential  treatments  than 
ever  before. 

“It’s  not  yet  a pressing: 
issue,"  says  Dr  Stme.  “But 
from  2000  onwards  there  will 
be  20  to  40  new  drug  candi- 
dates from  UK  biotech  com- 
panies in  the  system  each 
year.  Going  forward  it  is  not 
clear  whether  the  amount 
will  increase,  flatten  out,  or 
even  felL  It  depends  on  who 
is  going  to  pay  for  all  these 
treatments.” 

At  the  same  time,  Uke  oth- 
ers, he  believes  the  product 
launches  will  change  the 
industry’s  image.  “The  sec- 
tor will  go  from  being  one 
based  on  hope  to  one  that 
has  had  tangible  success.” 

After  all.  it  was  only 
recently  that  Chiroscience. 
with  its  Cbirocaine  anaes- 
thetic, became  the  first  UK 
biotechnology  company  to 
take  a treatment  from  dis- 
covery to  regulatory 
approval 

Dr  Sime  says  the  sector  is 
already  benefiting  from  a for 
more  positive  attitude  from 
government  since  Labour 
took  office  in  1997. 


According  to  the  ancient  Chinese  philosophy  of  yin  and  yang, 
the  universe  is  composed  of  opposing  but  interdependent 
forces.  ■ interestingly,  this  philosophy  resembles  the  concept 
of  homeostasis,  the  natural  balance  that  occurs  within  living 
organisms,  including  the  harmony  between  antagonists  and 
agonists  that  regulate  vital  functions.  Thus,  an  important  factor  in 
the  search  for  new  medicines  is  developing  compounds  that  work 
together  with  the  body's  own  restorative  and  regenerative  abilities. 
■ To  lead  healthy  lives,  we  must  seek  balance  with  nature,  with 
society,  and  within  ourselves.  As  a leading  pharmaceutical 
company,  Takeda  is  striving  to  help  people  attain  this  balance. 


TAKEDA 

Takeda  Chemical  Industries,  Ltd. 

Head  Office:  1-1,  Doshomachi  4-chome,  Chuo-ku,  Osaka  540-8645,  Japan 
Tokyo  Head  Office:  1 2-10,  Nihonbashi  2-chome,  Chuo-ku,  Tokyo  105-8668  Japan 

URb  http://wviwJcfoedaco.lp/ 


Nature’s  own 
processes  of 
genetic  rrKxfrfrcation 
drive  the  deadly 
emergence  of 
antibiotic-resistant 
bacteria 

Antibiotics  rank  among  the 
most  important  medical 
advances  of  the  20th 
century.  Each  year  they  save 
countless  fives  and  spore 
ruffians  from  disabling 
infections.  But  the  protection 
provided  by  these  drugs  is 
under  siege. 

Bacterial  resistance  to 
antibiotics  is  tocraastog 
rapidly,  threatening  to 
recreate  the  pre- antibiotic 
era  when  infections  killed 
and  manned  routinely. 
Bacterial  resistance  to 
penkffifo  was  predicted,  and 
found,  within  two  years  of 
faimching  this  pioneer 
antibiotic  in  the  1940s. 

Today's  threat  resides  in 
the  dramatic  amplifications 
of  toe  problem.  Resistance 
is  now  found  in  many 
different  kinds  of  dangerous 
bacteria,  and  toe  emergence 
of  "superbugs"  that  resist 
killing  by  all  antibiotics 
poses  a formidable  risk. 

The  culprit  in  this  story  is 
genetic  modification-  This  is 
not  the  same  genetic 
modification  that  has 
recently  been  capturing 
headlines  about 
geneticafly-nxxfified  food. 
Instead,  it  involves  the 
natural  process  of  relentless, 
ubiquitous,  genetic  change 
that  drives  evolution  and 
biodiversity. 

Bacteria  are  the  oldest, 
and  most  abundant,  life  form 
on  Earth.  They  exist  in  every 
geographic  niche  aid 
display  a renwkabfe  abffity 
to  adapt  to  each  new 
environment  shaped  by 
hunwi  activities.  For  every 
human  generation,  more 
than  100,000  bacterial 
generations  wiH  occur  in  the 
same  period. 

Such  an  expanded 
pedigree  aBows  endless 
patterns  of  genetic  variation 
to  be  gaterated.  Much  of 
this  vaiation  wiH  be  of  Gttie 
consequence,  but  some 
changes  wiD  render  bacteria 
able  to  resist  chemical 
assault  whether  from 
man-made  antibiotics  or 
from  within  todr  natural 
environment 

Today's  antibiotics  are 
modelled  after  natural 
chemicals  produced  by 
bacteria  and  fungi.  In  nmure, 
these  molecules  are  used  as 
chemical  weapons  by 
micro-organisms  to  protect 
their  territory  against 
invasion  by  other  bacterial 
Interlopers  and  tovaders. 


These  "bug  ware”  have 
Beefy  .existed  tor  muttons  of  - 
yeas,  allowing  bacteria  to 
hone  their  genetic  machinery 
for  rapid  change  In  order  to 
adapt  and  to  survive 
ever-changing  chemical 


In  the  50  years  since 
penieflfin  became  avaflabte, 
bacteria  have  reteottessly  • 
modified  their  genetic 
make-up  to  create 
descendants  with  increased 
resistance  to  particular 
antibiotics-  In  turn,  the  need 
to  use  even  more  powerful 
anfibicrticsto  overcome 
these  forms  of  bacterial 
resistance  fuels  a vicious 
cycle  of  genetic  selection  in 
which  the  descendants  of 
these  already  resistant 
ancestors  now  acquire 
resistance  to  additional 
antibiotics. 

In  addition  to  passing 
resistance  to  their  progeny, 
some  bacteria  transfer 
nessstanca  genes  to 
completely  unrelated 
bacteria.  Bacteria  use 
highty-togenfous  ways  to 
defeat  antftriotics,  including: 

• blocking  the  abffiy  of 
antibiotics  to  get  into  the 
bug; 

• pumping  out  any  drug 
that  enters  so  fast  it  has  no 


‘Society  is 
ill-prepared  for 
this  window  of 
vulnerability?  . 


time  to  work; 

• by  breaking  down  the 
antibiotic  before  it  can  act; 

• and  by  myriad  genetic 
changes  that  eliminate  the 
targets  against  which  the 
antibiotic  acts. 

Reassertion  of  human 
inventiveness  to  find  new 
drugs  that  kS  bacteria  in 
entirety  different  ways  to 
current  antibiotics  is  now  an 
urgent  public  heafth  priority. . 
This  quest  is  facilitated  by 
new  genetic  technologies 
that  enable  toe  bacterial 
gores  involved  to  causing 
disease  to  be  deciphered 
and  to  select  antibiotics  that 
block  their  action. . .. 

Yet  even  with  opftnum 
progress,  it  wiU  take  seven 
to  TO  years  and  an  R&D 
investment  of  £150m  to 
£200mto  bring  a stogie  new 
antibiotic  to  market 
Infections  caused  by 
resistant  bacteria  wifl 
continue  toesca/ate  during 
this  hiatus  before  any  new 
antfoiotics  become  available. 
Society  is  in-prepared, 
mecficafly  and  emotionally, 
for  this  window  of 
vulnerability  in  the  early 
rnffleoniun. 


The  initial  success  of 
antibiotics  created  a false  • • 

comfort  that  the  conquest  <jf.  • 
bacterial  infections  was  at . > 
hand.  This  premature  j .. 
conclusion  generated  a • ‘ i 
dangerous  complacency  that  ; ...  Bp 
has  avowed  antifafotic  ■ • 

resistance  to  escalate 
alarmingly,  driven  bya\ 
variety  of  factors,  rnckxfing; 

• Inappropriate  and 
excessive  use  of  antibiotics  - 
by  doctors; 

• the  feeding  of  antfoiotics 

to  livestock  to  promote  - j-  . ' ‘ . 

growth; 

• the  relaxation  erf  infection  ■= 
control  standards  In  . 
hospitals; 

• reduced  government 
expenditure  on  toe 
surveillance  and  monitoring 
of  infections; 

• and  a retreat  by  the 
pharmaceutical  industry  from  ' ■ 
antibiotic  research  to  shfft  its 
R&D  focus  to  other 

diseases. 

As  emphasised  last  yea  in  • - ; 
the  impressive  report  on 
Emtfokjtic  resistance  from  the 
House  of  Lords  (toe  UK 
parfiamotfs  unelected  upper  - . 
house),  urgent  actions  are  ■ W. 
needed  to  redress  these-  - 
shortcomings,  to  restore  -. 
discipline  to  antibiotic 
prescribing,  to  improve  the 
detection  and  tracking  of 
resistant  Infections,  to  . 
mardate  the  treatment  of 
carriers,  and  to  place  greater  J. : 
emphasis  on  infectious 
diseases  to  medfcal  tratotog 
and  caeers. 

The  accelerating  pace  of 
resistant  infections  portends 
toe  and  of  the  inaugural  era  : - , 

of  ortSfoytic  therapy.  As  . , 
research  seeks  to  restore 
our  dominance  over  bacteria 
by  dfocovering  the  next 
generation  of  antibiotics,  we  , 
must  recognise  the 
toevftab®y<rffwthergenefic  ;: 
ntodfficatian  by'bacteriafoat:-  - 
wfll precfictabty  towarttofo 
naxt  generation  of  drugs.  .Lj  • 

Every  future  artibiotic  wffl  1 ‘ 
foflow  the  sore  cycte  of  ’ • •.  *' 

success  and  failure  that  lo»  7A:  : ^ v 
overtaken  the  first  wave  of;’ . ,-:j 7 
pioneering  antfoiotics.  For*., 
each  new'  antibiotic  " . V 

discovered  to  the  yeans  '~J.  * 

ahead  we  mu^Tmmecfialiety’^.^- 
begto  the  search  for  its  . 

successor.  ' ■ 

; By  acknowledging  toe 
remarkable  genetic 
of  bacteria  as  a crucial  4^=sT-.;-  r 
element  to  strategies  tb  l 
control  infectious  diseased  , -v* ;. 
we  wifi  go  a long  •. 

ensuring  that  society  rieS^'7.;^-,- 
never  again  be  exposed  lb  V 
our  current  vutoer^fo^^^f-W^iL-- 


Consolidation 


Ccurtnroed  from  Page  1 


output  with  only  one-third  of 
its  R&D  resources. 

"US  companies  have 
offered  a different  mod- 
el  almost  an  antimerger 

strategy.”  says  Donald  Melt- 
zer,  head  of  global  health- 
care at  Credit  Sufes  First 
Boston.  On  several  occasions 
Mock,  the  most  consistently 
successful  company  over  the 
past  two  decades,  has  lost  its 
number  one  slot  to  newly- 
merged  companies,  only  to 
re-establish  its  lead  through 
organic  growth.  In  the  words 
of  one  executive,  “bigger 
companies  simply  have  a 


bigger  beast  to  feed”. 

Research  by  several  con- 
sultants supports  that  view. 
While  mergers  bring 
short-term  cost-savings, 
there  is  scant  evidence  they 
increase  productivity  or  mar- 
ket share  in  the  longer  term. 
The  assets  of  a drag:  com- 
pany are  its  employees;  jam- 
ming two  cultures  together 
can  be  enormously  distract- 
ing and  demotivating. 

The  potential  pitfalls  of 
mergers  are  well  known.  But 
few  in  the  industry  doubt 
that  consolidation  wiD  con- 
tinue. particularly  in  Europe 
where  many  smaller  compa- 
nies do  not  appear  to  have  a 


• -v  .V. 

strong  Independent  fntecre.^S'.v;' 
And.  it  would  only. 
downturn  in  the  US  marke&?5j&iE.r~ 
which  has  buoyed up Amed^pr^‘‘ 
can  drugs  groups,  to  " 

the  prospect  erf  aaisotidatidn;^- 
across  the  Atlantic.  -";  ■ visC.-?:.-"' 

One  thing  is  clear.-. 
would  really  animate ; the^rl 
industry  is  a deal'hejtween^^';;  V 
two  strong  companies: 
merger  undertaken  ^ 

marfly  for  ifrfwiwhw  teasoo^^ff1' 
but  rather  to. gain  a'strafigpe^p.  ^ 
jump  on  the  opposition. 
deal  of -that  nature  were  " 

led  off,  the  recent  round . 
consolidation  would  come 
seem  merely  .a. 

act  for  the  main  eyeob  . 
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INSIDE 

US  making  a meal  of  UK  engineering 

No  conversation  with  a British  engineering 

m rS'hS.lf  compl^e  wittTOUt  a darir  reference 
to  US  tankers  running  slide  rules  over  the 

lowly-rated  UK  sector.  One  chastened  executive 
explained  why  his  company  was  about  to  be 
token  over  by  a US  group.  "We  didn’t  do  the 
deals,  he  said.  “And  the  expression  here  is 
dine  or  be  dinner’."  Page  18 

Eyes  on  rates  as  Lafontaine  fades 

ru-a  After  the  excitement 

^ surrounding  the  shock 

resignation  of  Oskar 
££•■ . ‘ri  Lafontaine  (left;  last 

week,  markets  will 
taz&fa  ’ ' return  to  the  more 

Vat-  mundane  task  of 

^ assessing  the  relative 

/ economic  performance 
ft  of  the  ,ar9e  economies. 
IrBk  — I Data  from  the  US,  min- 
m*9k  V T utes  from  the  Bank  of 

^ 1 England  and  the  first 

post-Lafontaine  meeting  of  the  European  Cen- 
tral Bank  will  keep  analysts  busy.  Page  24 

Dow  Jones  set  for  five  figure  mark 

The  Dow  Jones  Industrial  Average  pulled  up  just 
short  of  the  10,000  barrier  on  Friday  but.  if  this 
week's  economic  news  confirms  the  picture  of 
a domestic  economy  roaring  ahead  with  no 
imminent  danger  of  inflation,  it  should  soon 
break  through  into  five  digits.  Page  23 

Oil  market  hopes  the  rally  will  hold 

Oil  companies  and  traders  will  be  eagerly  await- 
ing evidence  this  week  as  to  whether  the  latest 
attempt  by  the  world’s  leading  petroleum 
exporters  will  succeed  in  pushing  prices  back  to 
the  $15-321  a barrel  range.  Page  21 

Bank  of  Japan  to  boost  Nikkei 

Information  from  the  Bank  of  Japan  is  expected 
to  clarify  monetary  policy  and  add  to  the 
improved  sentiment  that  last  week  helped  lift 
the  Nikkei  225  Average  by  4 per  cent.  Page  23 

Dow  Coming  changes  focus 

The  past  five  years  have  been  traumatic  at  Dow 
Coming.  The  maker  of  silicone-based  products 
has  been  in  Chapter  1 1 bankruptcy  protection 
and  its  name  has  become  associated  with 
breast  implants  and  the  suffering  they  are 
alleged  to  have  caused  millions  of  women.  As 
the  company  begins  to  extricate  itself  from  pro- 
tection. it  is  seeking  to  refocus  attention  on  the  ' 
non- implant  side  of  its  business-  Page  22 

Greeks  try  their  luck  with  shares 

Popular  capitalism  has  arrived  in  Greece.  A fall 
fn  interest  rates  on  government  bonds  has  sent 
investors  to  the  stock  market  in  droves  and 
pushed  share  prices  to  record  heights.  Page  22 

Endesa 

On  Friday.  March  12,  1999  the  Financial  Times 
erroneously  reprinted  an  advertisement  by 
Endesa  SA  which  originally  appeared  in  the 
Financial  Times  on  February  18  1999.  This  was 
an  error  on  our  part  we  were  not  requested  to 
run  this  or  any  other  advertisement  by  Endesa. 
We  regret  any  confusion  this  may  have  caused. 


FT  GUIDE  TO  THE  WEEK 
- full  listings  Page  34 

MINISTERS  MEET  TO  PROTECT  CULTURE 
Diplomats  from  100  states  meet  in  The  Hague 
tomorrow  to  finalise  a protocol  strengthening 
the  1 954  Hague  convention  on  the  protection  of 
cultural  assets  during  armed  conflict 
ST  PATRICK’S  DAY  CELEBRATIONS 
President  Bill  Clinton  hosts  St  Patrick's  Day 
celebrations  at  the  White  House  on  Wednesday. 
Nobel  winners  John  Hume  and  David  Trimble 
will  attend,  as  will  Sinn  Fein  leader  Gerry  Adams 
and  Senator  George  Mrtche/I. 

EU  REPORTS  TO  WTO  ON  BEEF  DISPUTE 
On  Friday,  the  dispute  settlement  body  of  the 
Worid  Trade  Organisation  meets  in  Geneva  to 
hear  a progress  report  from  the  European  Union 
on  compliance  with  a WTO  ruling  against  its 
ban  on  hormone-treated  beef. 


40.000  REDUCTION  OF  WORKFORCE  TO  BE  SPLIT  BETWEEN  DISPOSALS  AND  CORE  OPERATIONS 

Telecom  Italia  plans  huge  job  cuts 


By  Hugo  Dixon  and 
Vincent  Boland 


Telecom  Italia  is  planning  to 
reduce  its  staff  by  about  40.000 
as  part  of  the  restructuring 
announced  last  week  to  thwart 
Olivetti's  hostile  €53bn 
i ($57.5bn>  bid. 

About  half  the  reduction 
would  come  from  the  demerger 
or  disposal  of  non-core  assets, 
but  the  rest  would  mean  job 
cuts  in  its  core  telecommunica- 
tions business. 

The  Telecom  Italia  group 
has  124.000  employees,  of 
whom  79.500  are  in  its  core 


fixed-line  telecommunications 
operations. 

The  job  cuts  have  not  been 
announced,  in  part  because  of 
fear  of  provoking  a union 
backlash. 

Last  week,  the  Telecom 
board  announced  plans  to  cut 
annual  pre-tax  costs  by 
Ll,000bn  r$560m).  The  manage- 
ment. led  by  Franco  Bernabe. 
is  understood  to  feel  confident 
that  it  can  exceed  this  target  if 
the  job  cuts  are  implemented 
In  full. 

The  board  also  promised  the 
divestiture  of  all  non-telecom- 
m uni  cations  assets,  including 


Its  vast  property  portfolio. 
This  divestiture  programme 
would  further  reduce  staff 
numbers. 

Telecom  Italia  has  also 
promised  to  generate  Ll  ,250b  n 
a year  from  the  integration  of 
Telecom  Italia  and  Telecom 
Italia  Mobile,  its  60  per  cent 
owned  mobile  subsidiary. 
About  half  of  this  is  to  come 
from  cost-cutting  and  the  rest 
from  increased  revenue. 

Telecom  Italia  is  offering  the 
minority  shareholders  in  TIM 
shares  in  Telecom  Italia.  It 
would  then  use  TIM  as  its 
vehicle  for  addressing  mass 


market  customers,  while  Tele- 
com Italia  itself  would  focus 
on  business  customers. 

Investment  in  Telecom  Ital- 
ia’s ordinary  fixed-line  net- 
work would  be  substantially 
cut  and  resources  channelled 
to  mobile  communications, 
data  and  the  internet. 

TIM  would  be  kept  separate 
for  the  time  being.  This  is 
because  Mr  Bernabe  is  worried 
that  the  much  larger  Telecom 
Italia  could  infect  TIM  with  its 
inward-looking  culture.  He  is 
also  concerned  that  the  group 
should  not  be  diverted  by  a 
full  merger  at  a time  when  it  is 


facing  an  onslaught  from  com- 
petitors. 

Telecom  Italia  shareholders 
have  given  a lukewarm 
response  to  Its  defence  strat- 
egy. Investors  welcomed  the 
restructuring  and  ownership 
rationalisation  plans,  but  US 
shareholders  were  unhappy 
that  the  conversion  of  savings 
shares  to  voting  stock  would 
dilute  their  holdings. 

The  terms  of  the  buy-out  of 
savings  shareholders  in  TIM 
are  less  attractive  than  for 
those  who  hold  voting  shares. 

lex,  Page  16 


Andersen 
poised 
to  poach 
practice 
from  rival 


By  Jim  KeUy 
in  London 


Buffett  attacks 
the  ‘tricks’  of 
US  accounting 


By  Richard  Waters  m New  York 

Warren  Buffett  has  delivered  a 
broadside  over  the  state  of  US 
accounting,  describing  the  atti- 
tude of  many  US  executives  to 
financial  reporting  as  “a  busi- 
ness disgrace”. 

Writing  in  his  annual  report 
to  shareholders,  Mr  Buffett 
also  accused  the  big  account- 
ing firms  of  “kowtowing”  to 
management  and.  in  some 
cases,  proposing  accounting 
tricks  to  flatter  a company's 
earnings. 

The  comments  camp  as  Mr 
Buffett  revealed  details  of  a 
rare  year  in  which  the  equity 
investments  of  Berkshire 
Hathaway,  his  bolding  com- 
pany. failed  to  match  the  gain 
in  the  broader  stock  market. 
The  Omaha-based  investm 
said  the  the  sale  of  the  compa- 


ny’s holding  in  McDonald’s 
was  “a  very  big  mistake”,  and 
admitted  that  his  decisions  on 
buying  and  selling  stocks  last 
year  only  served  to  cut  invest- 
ment gains. 

“Overall,  you  would  have 
been  better  off  last  year  if  T 
bad  regularly  snuek  off  to  the 
movies  during  market  hours.” 
be  told  Berkshire  sharehold- 
ers. 

Mr  Buffett's  comments  on 
accounting  amount  to  the 
most  voluble  attack  on  current 
practice  from  the  head  of  a 
large  American  company  since 
Arthur  Levitt,  chairman  of  the 
Securities  and  Exchange  Com- 
mission, launched  a campaign 
last  autumn  to  dean  up  com- 
panies' accounts. 

“Many  managements  pur- 
posefully work  at  manipulat- 
ing numbers  and  deceiving 


Warren  Buffett  ‘Many  managements  purposefully  work  at  manfpuistlng  numbers  and  deceiving  investors' 


investors”  when  it  came  to 
mergers  and  big  restructur- 
ings, Mr  Buffett  said. 

While  admitting  that  there  is 
nothing  new  in  manipulative 
accounting,  he  claimed  that 
”in  recent  years,  probity  has 
eroded”. 

When  announcing  a restruct- 


uring or  a merger,  companies 
frequently  overstated  one-off 
charges,  a practice  that 
reduced  their  future  expenses 
and  so  flattered  earnings  in 
later  years. 

During  mergers,  “major 
auditing  firms  sometimes 
point  out  the  possibilities  for  a 


little  accounting  magic  (or  a 
lot».”  be  said. 

Berkshire  Hathaway  paid 
$l6bn  last  year  for  General  Re. 
a reinsurer,  but  according  to 
Mr  Buffett  the  company  had 
resisted  the  temptation  to  use 
the  occasion  to  boost  its 
reserves  artificially. 


Credit  Lyonnais  sale  will  limit  bids  to  10% 


By  Samer  Iskandar  in  Paris 

Institutional  investors  will  be 
allowed  to  bid  for  stakes  of  up 
to  10  per  cent  in  Credit  Lyon- 
nais when  the  French  bank's 
long-awaited  privatisation  gets 
under  way  this  month. 

The  limit,  detailed  in  a 
decree  published  yesterday  in 
the  French  official  journal,  is 
higher  than  expected  and  may 
attract  more  potential  core 
shareholders. 

No  minimum  holding  period 
has  been  set  for  core  share- 
holders. who  in  total  wifi  bold 


less  than  a 33  per  cent  block- 
ing minority.  The  decree  said 
only  that  bidders  bad  to  be 
-committed  to  the  stability  of 
their  holding”. 

The  government  said  publi- 
cation of  the  decree  “confirms 
its  will  to  turn  a page  in  the 
history’  of  Lyonnais”. 

It  launches  the  last  sell-off  of 
a top-tier  french  bank  and 
concludes  a long  battle 
between  Paris  and  Brussels 
over  the  fate  of  Lyonnais, 
which  nearly  collapsed  in  the 
early  1990s  following  a reckless 
expansion. 


Analysts  believe  the  relative 
flexibility  of  the  privatisation’s 
terms  increases  the  bank’s 
attractiveness  to  potential  core 
investors. 

But  the  privatisation  comes 
a week  after  a dramatic  double 
bid  by  Banque  Nationale  de 
Paris  for  Society  GdnGrale  and 
Paribas,  which  is  likely  to  dis- 
tract three  of  the  four  French 
banks  to  have  publicly  said 
they  were  interested  in  buying 
large  stakes  in  Lyonnais. 

The  fourth  is  Credit  Agri- 
cole.  the  mutually  owned 
bank,  which  Is  the  country’s 


largest  in  terms  of  deposits. 
Axa.  the  French  insurance 
company  whose  chairman 
Claude  Beb£ar  backed  the  SBP 
project  as  a director  on  BNP’s 
board,  is  also  interested  in  tak- 
ing a stake.  So  is  Allianz,  the 
German  insurer,  which 
already  controls  almost  3 per 
cent  of  Lyonnais’s  non-voting 
shares  through  its  French  sub- 
sidiary AGF. 

BNP’s  unsolicited  bid  for  its 
rivals  was  partly  motivated  by 
the  rebuff  to  its  offer  last 
month  to  guarantee  the  jobs  of 
Lyonnais's  30,000  employees  in 


exchange  for  a leading  role  in 
the  privatisation.  If  successful, 
the  bid  would  create  the 
world's  largest  bank,  with 
assets  of  around  SLOOObn. 

The  large  institutional  inves- 
tors. which  will  be  offered  up 
to  33  per  cent  of  Lyonnais,  will 
pay  a premium  over  the  price 
of  shares  offered  to  the  public. 
About  50  per  cent  of  the  capi- 
tal will  be  floated  on  the  stock 
market,  while  the  state  will 
retain  10  per  cent  and  Lyon- 
nais employees  will  be  offered 
up  to  5 per  cent  at  preferential 
terms. 


Arthur  Andersen,  the  global 
Big  Five  accountancy  firm,  is 
poised  to  poach  a leading 
national  practice  from  a rival 
international  firm.  The  move 
would  mark  its  biggest  success 
yet  in  a campaign  to  attract 
disaffected  partners  from  its 
leading  competitors. 

High-level  talks  on  the  pro- 
posed merger,  understood  to 
involve  an  entire  national 
practice  of  a rival  firm  in  a G7 
country’,  were  suspended  on 
Friday  as  last-minute  difficul- 
ties emerged  over  the  deal, 
which  would  significantly 
boost  Arthur  Andersen's  1998 
JB.ibn  global  revenues. 

The  firm,  which  is  engaged 
in  a protracted  legal  divorce 
from  its  sister  firm  Andersen 
Consulting,  has  embarked  on  a 
policy  of  poaching  firms  and 
partner  teams  from  its  rival 
international  networks,  with 
recent  successes  in  Chile,  Bra- 
zil and  Germany. 

Most  of  the  Big  Five  are 
global  networks  linking  auton- 
omous national  firms.  AD  are 
tn  the  process  of  building 
international  organisations. 

Arthur  Andersen  is  widely 
seen  as  the  most  closely  inte- 
grated of  the  Big  Five,  having 
grown  as  one  organisation 
from  its  US  roots. 

But  the  looming  split  with 
Andersen  Consulting,  the  sub- 
ject of  binding  arbitration  at 
the  International  Chambers  of 
Commerce  in  Paris,  will  leave 
the  firm  at  the  foot  of  the  Big 
Five  league  - although  it  may 
be  awarded  substantial  dam- 
ages. which  could  fund  further 
growth. 

“If  this  deal  comes  off  it 
would  be  a big  boost  to 
.Arthur  s.”  said  a partner  at  a 
rival  firm.  "It  would  also  seri- 
ously call  into  question  the 
global  ambitions  of  the  firm 
which  is  under  threat.  This  Is 
a practice  they  cannot  afford 
to  lose." 

It  is  understood  talks  have 
been  suspended  to  allow 
regional  partners  to  be  con- 
sulted. 

There  was  widespread  specu- 
lation on  Friday  over  which 
rival  Big  Five  firm  - PwC, 
Ernst  & Young.  KPMG,  or 
Deloitte  Touche  Tohmatsu  • 
was  the  target  of  Andersen's 
raid.  PwC.  created  by  a merger 
last  year,  is  understood  not  to 
be  involved  this  time. 
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Stock  markets  at  a glance 

Motherhood.  Apple  pie.  Share 
buy-backs.  All  of  these  are 
universally  acknowledged  to 
be  good  things. 

But  might  the  passion  for 
share  buy-baebs  have  been 
: carried  too  far?  The  main 
I argument  for  them  is  simple:  if 
j companies  have  too  much 
cash,  and  not  enough 
. profitable  investment 
opportunities,  they  should 
l return  the  capital  to 
shareholders  who  can  invest  it 
elsewhere.  Not  only  does  this 
make  economic  sense,  it  is 
i good  practice  in  the  world  of 
corporate  governance. 

But  this  is  not  happening.  In 
the  UK,  there  was  a net  return 
i of  more  than  £30bn  t$4&3bn)  of 
rash  to  shareholders  last  year 
(through  buy-backs  and  rash 
takeovers),  while  in  the  US  the 
figure  was  $158bn.  It  would 
seem  there  are  not  enough 
new  and  attractive  projects. 

That  does  seem  a little 
difficult  to  square  with  the 
high  valuations  placed  on 
stock  markets  on  both  sides  of 
the  Atlantic  which  might 
appear  to  suggest  that  the 
outlook  for  the  corporate 
sector  is  rosy. 

But  it  is  possible  to 
overcome  that  point.  For  a 
start,  high  valuations  on  the 
stock  market  owe  much  to  low 
inflation,  bond  yields  and 
short  term  rates;  secondly, 
companies  are  in  fact 
continuing  to  invest  money.  In 
the  US.  according  to  John 
Youngdahl  of  Goldman  Sachs, 
real  business  fixed  investment 
purchases  during  the  first 
three  quarters  of  1998  were 
73J>  per  cent  above  those  in 
1991,  The  Fed  estimates  that 
'» 


the  manufacturing  capital 
stock  is  growing  at  twice  the 
historical  rate.  In  the  UK,  total 
business  investment  increased 
by  11  per  cent  last  year. 

That  expansion  is  being 
financed  by  debt  not  equity. 
US  companies  are  borrowing 
money  to  invest  and  to  buy 
back  shares.  The  net  addition 
to  non-financial  corporate 
credit  market  liabilities  in  the 
year  to  September  was 
$359 .3b  n.  That  represents  the 
highest  absolute  figure  on 
record  and  a 72  per  cent 
increase  on  the  previous 
12-month  period. 

Corporate  finance  theory  is 
on  the  companies'  side.  With 
cash  earning  so  little,  and  with 
debt  tax-deductible,  buy-backs 
improve  both  old-foshiooed 
earnings  per  share  measures 
and  more  fashionable 
yardsticks  such  as  economic 
value  added. 

However,  profit  growth  in 
the  US  and  the  UK  is  clearly 
declining.  Profits  for  the  S&P 
500  companies  grew  by  only  0.4 
percent  in  1998.  according  to 
information  company  IBES 
international,  and  even  with 
economic  growth  stilt  strong, 
are  expected  to  grow  by  only  5 
per  cent  this  year. 

Corporate  managements  are 
therefore  deciding  to  replace 
equity  with  debt  at  a time 
when  their  profitability  is 
declining  and  when  share 
price  valuations  are  al 
historical  highs.  Never  mind 
what  theory  states,  common 
sense  suggests  there  is 
something  wrong. 

Old  UK  marirpt  hands  may 
remember  a company  called 
International  Business 


Communications,  a finanmai 
newsletter  and  communication 
group.  In  February  1989,  the 
company  had  the  bright  idea 
of  buying  back  40  per  cent  of 
its  share  capital  at  140p  per 
share;  weighed  down  by  debt, 
the  company  struggled  in  the 
face  of  high  UK  rates.  The 
shares  were  suspended  at  31*4p 
in  September  and  eventually 
relisted,  after  restructuring,  at 
4’4p. 

This  cautionary  tale  might 
remind  the  odd  director  that 
I gearing  can  occasionally  be  a 
, four  letter  word.  At  the 
i moment,  however,  executives 
i have  every  interest  in 
exaggerating  their  company's 
risk  profile. 

Corporate  managements  are 
clearly  being  judged  these 
days  on  the  basis  of 
shareholder  value,  and  all  too 
often  this  translates  merely 
into  the  short  term 
appreciation  of  the  share  price. 
Executives  have  a heavy 
personal  motivation  to 
emphasise  short  term  gain,  in 
the  form  of  share  option 
schemes. 

This  adds  up  to  a recipe  for 
disaster.  But  who  will  know 
when  to  call  a halt  to  the 
buy-back  craze?  It  hardly 
seems  likely  that  investment 
banks  will  take  a self-denying 
ordinance  to  turn  down  the 
business.  And  each  successive 
buy-back  only  forces 
institutional  investors  to  chase 
the  market  higher. 

One  final  thought;  if 
companies  do  become  risk 
averse,  and  cut  back  on  their 
buy-backs,  will  investors  hare 
to  start  worrying  about 
dividends  again? 
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Fattening  up  in  a fight  to  stay  off  the  US  dinner  plates 


Tomkins 


The  lowly-rated  UK  engineering  sector  is  attracting  interest  from 
potential  predators  across  the  Atlantic.  Michael  Peel  reports 


It  was  a chastened  engi- 
neering company  executive 
who  explained  why  his 
company  was  about  to  be 
taken  over  by  a DS  group. 
“We  didn’t  do  the  deals."  he 
said.  “And  the  expression 
here  is  'dine  or  be  dinner'." 

It  is  a common  sentiment 
among  engineers  these  days. 
No  conversation  with  them 
is  complete  without  a dark 
reference  to  the  slide  rules 
that  US  bankers  have  for 
some  time  been  running 
over  the  lowly-rated  UK  sec- 
tor. 

Some  observers  argue  that 
the  analysis  is  already  close 
to  producing  results.  They 
think  a number  of  US  com- 
panies have  prepared  take- 
over bids  that  will  be  trig- 
gered If  their  intended 
targets  report  reasonable 
results  this  mon<~h- 
As  one  corporate  financier 
puts  it  “The  US  guys  are 
looking  at  the  companies 
and  thinking,  ‘They  look 
cheap  but  if  the  business  is 
going  away  then  they  don't 
look  too  hot  So  we  will  sit 
out  for  the  next  set  of  figures 
before  we  think  about  doing 
something’." 

Early  indications  are  that 
the  performance  hurdle  will 
be  cleared.  In  the  past  two 


weeks  BBA.  IMI  and  TI 
Group  have  all  turned  in 
results  that  show  trading 
has  held  up  despite  the 
global  economic  slowdown. 

The  good  results  have  lent 
weight  to  the  argument  that 
UK  engineering  groups  offer 
some  rare  bargains  to  preda- 
tors. The  sector  trades  on  a 
multiple  of  historic  earnings 
of  about  13.5.  a quarter  less 
than  its  US  counterpart 

That  divergence  reflects 
the  dramatic  fall  in  the 
value  of  UK  engineers  since 
June,  when  investors  began 
to  worry  about  the  effects  of 
a drop  in  demand  and  the 
strength  of  the  pound. .The 
engineering  and  engineering 
vehicles  sectors,  which  bad  a 
total  capitalisation  of 
£72.5bn  nine  months  ago, 
now  weigh  in  at  about 
£58.8bn  and  account  for  a 
mere  4.1  per  cent  of  the 
FTSE  All-Share.  In  the  past 
year,  the  engineering  sector 
has  underperformed  the  UK 
stock  market  by  about  IS  per 
cent 

Against  that  background, 
it  seems  surprising  that 
there  been  relatively  few 
takeover  attempts  so  far. 
Apart  from  the  bidding  war 
for  LucasVarity.  the  most 
notable  events  have  been 


unsuccessful  approaches  for 
Berisford,  the  kitchens  and 
kitchen  equipment  group, 
and  Weir  Group,  the  Glas- 
gow-based pumpmaker. 
Some  bankers  think  US  engi- 
neers have  been  held  back 
by  a reluctance  to  pay  the 
large  premiums  that  have 
characterised  deals  to  date. 
At  the  extreme,  as  in  the 
acquisition  of  Ad  west  by 
Dura  Automotive  Systems, 
the  US  suitor  can  find  itself 
paying  a premium  of  more 
than  100  per  cent 

Others  point  to  a reluc- 
tance to  spend  a chunk  of 
time  in  the. UK  arranging 
deals  with  companies  that 
are  fairly  small  by  US  stan- 
dards. US  groups  know,  too, 
that  most  boards  are  likely 
to  put  up  a fight  as  long  as 
the  sector  is  stuck  at  historic 
lows.  As  one  corporate  finan- 
cier says:  “They  [US  groups] 
really  have  been  looking  a 
lot  but  they  never  actually 
make  the  approach  once 
they  discover  these  Aea\n  are 
very  hard  to  do.” 

The  most  vulnerable  UK 
groups  are  generally  held  to 
be  those  with  market  capi- 
talisations or  between  £I00m 
and  £lbn.  The  larger  con- 
cerns tend  to  be  more  diver- 
sified, meaning  they  are  less 


likely  to  offer  a good  fit  with 
a potential  predator. 

Bigger  outfits  such  as  BBA 
Group  and  Smiths  Industries 
also  enjoy  some  protection 
from  their  ratings,  which 
tend  to  be  higher  thaw  those 
of  the  smaller  engineers. 
“Smiths  would  not  be  a big 
bite  for  a huge  American 
corporation,”  says  someone 
close  to  the  group.  “But  it 
would  be  an  expensive  bite.” 

Those  groups  that  are  less 
favoured  by  the  market  are 
having  to  look  at  alternative 


methods  of  shoring  up  their 
positions.  Adopting  the  “eat 
or  be  eaten"  principle,  medi- 
um-sized concerns  such  as 
Weir,  Berisford  and  IT 
Group  have  indicated  that 
they  intend  to  grow  by  mak- 
ing sizeable  acquisitions. 

In  a variation  on  this 
theme,  Tl  last  week  an- 
nounced that  it  was  teaming 
up  with  Kohlberg  Kravis 
Roberts,  the  US  investment 
group,  to  help  it  identify  bid 
targets.  KKR  paid  £9L4m  for 
a 4-9  per  cent  stake  in  the 


group,  with  the  option  of 
raising  its  holding  to  9.9  per 
cent 

It  seems  unlikely  that 
KKR  is  the  only  US  venture 
capitalist  investigating  the 
UK  engineering  sector. 
“There  is  no  doubt  that  the 
US  buy-out  funds  are  here," 

. says  one  banker.  “But  they 
face  significant  costs  in 
terms  of  lawyers  and 
accountants.  They  are  quite 
happy  to  have  a look  but 
they  need  to  know  they  have 
got  a good  chance.'’ 

The  potential  buyers  may 
be  cautious  at  present  but 
there  is  enough  surreptitious 
activity  to  create  a sense 
that  a transatlantic  swell 
may  be  about  to  ingulf  the 
UK  engineering  sector.  A 
number  of  US  value  inves-  i 
tors  have  already  made  the 
crossing,  attracted  in  part  by  j 
dividend  yields  that  are  on  ; 
average  more  than  twice 
those  offered  by  US  rivals. 

Many  thmk  the  UK  report- 
ing season  might  serve  as 
the  trigger  to  convert  the 
undoubted  US  corporate 
interest  into  action.  As  one 
banker  puts  it  “Your  classic  I 
piece  of  merger  and  acquisi- 
tion advice  is:  if  there  are 
results  coming  out  you  have 
to  look  at  them  before  mak- 
ing your  move.  I would 
expect  that  things  will  pick 
up  shortly." 
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Greg  Hutchings,  Tomkins  *,inlta  -/y  i 

chairman,  probably  - “ s&mpria  {pmce)  'r.'" • 
secretly  - sffll  sees  it  as  an 

admission  of . defeat.  But  a . ^ . * - _ _ 1.  '''-yA  ' 

chunky  share  buy-back  is  - 

surely  the  right  thing  for  his  A. 

company.  The  company  has  . 3»  Jm. 

spent  more  than  £700m  J ■ jl * 

($l.l3bn)  on  acquisitions  in  ^ #_ \ 

1998,  some  £2p0tn  on  capital  T . . 1 . 1 1 - ..  . 

expenditure  and  still  the  bal-  raWr : ' v' 

ance  sheet  is  woefully  under-  250  . — yM  » -i- . ; 

geared.  The  company's  aver-  ' _ 7 wl'  ... 

age  net  debt  in  the  first  half  : HT  ’ 

was  about  £125m,  compared 

to  a stock  market  capitalisa-  0 mn.~  ' • . juftjjr 

tion  of  £2.6bn.  The  odd  thing  - J?  . , " VT “ . 

is  that  having  finally  con- 

ceded  that  buy-backs  had  a • • ' • " • 

role  to  play  in  tightening  up  the  balance  sheet  the  company 
should  have  been  so  half-hearted  in  practice:  a mere  £14Pp  - 
or  just  over  5 per  cent  of  the  equity  - has  . been  boughtback 
this  year.  Yet  the  shares  can  hardly  have  looked  pricey.  A 
buy-back  should  not  be  seen  as  a poor  man's  alternative  tea 
glamorous  acquisition.  Investors  tend  to  back  smart  deals. 


Boost  for  Brammer  in 
TIS  calibration  deal 


Internet  invention  pays 
off  for  Cambridge  pair 


By  Susanna  Voyle 


Brammer,  the  industrial 
services  group,  is  today 
expected  to  announce  a 
£66m  boost  to  its  electronic 
equipment  rental  and  man- 
agement business  - part  of 
its  efforts  to  increase  its 
outsourcing  activities. 

The  group,  which 
announces  its  annual 
results  tomorrow.  Is  buy- 
ing a controlling  interest  in 
TIS,  the  instrumentation 
services  arm  of  Thomson 
CSF  of  France,  for  up  to 
FFr7.5m  (£770,000).  The 
addition  to  Brammer’s 
Livingstone  Services  busi- 
ness wifi  make  the  group 
Europe’s  largest  indepen- 
dent provider  of  calibration 


management  services.  The 
acquisition  will  bring  with 
it  a £66m  five-year  contract 
to  calibrate  and  maintain 
electronic  test  and  mea- 
surement equipment  for 
Thomson  CSF  throughout 
France. 

Brammer,  which  has 
seen  its  industrial  parts 
distribution  division  hit  by 
the  economic  slowdown  in 
its  manufacturing  cus- 
tomer base,  has  been  try- 
ing to  increase  the  higher- 
margin  Livingstone  busi- 
ness. Last  year  it  won  a 
£16m  five-year  contract 
with  KPN  Telecom,  the 
Dutch  group. 

Brammer  is  keen  to  iden- 
tify groups  holding  large 
inventories  of  test  and 


measuring  equipment  and 
encourage  them  to  out- 
source the  work.  David 
Hollywood,  chief  executive 
of  Livingstone,  says  the 
group  can  increase  quality 
and  customer  service  while 
reducing  costs,  it  can  pro- 
vide management,  pur- 
chase, maintenance  and 
disposal  services. 

Brammer  will  buy  the 
remaining  stake  in  TIS  for 
a maximum  of  FFr7-5m 
between  March  2000  and 
March  2001.  Analysts 
expect  Brammer  to 
announce  pre-tax  profits  of 
about  £23m  - and  esti- 
mates that  £7.5m  of  that, 
on.  £50m  turnover,  will 
come  from  Livingstone  are 
expected  to  be  exceeded.  1 


By  Christopher  Price 


Two  graduates  from  Cam- 
bridge, England  who  started 
their  Internet  business  in  a 
bedroom  four  years  ago,  are 
in  talks  with  US  venture 
capitalists  on  the  sale  of  a 
stake  that  will  value  the 
company  at  about  £30m. 

They  rejected  a much 
higher  offer  from  a large  US 
computer  group,  opting  to 
stay  independent  with  a 
view  to  a lucrative  flotation 
in  the  next  year  or  two. 

Adam  Twiss  and  Damien 
Reeves  founded  Zeus  in  1995 
while  still  at  college.  It  pro- 
duces software  enabling 
'companies  to  develop  their 
web  sites  and  has  signed  up 
some  of  the  biggest  names  in 


the  computing  world  as  part- 
ners. 

Mr  Twiss.  23,  said  the 
eight-strong  company  had 
received  numerous  overtures 
from  US  companies.  One  US 
computer  group  is  under- 
stood to  have  offered  to  buy 
the  company  for  more  than 
£30m-  But  “it  is  not  in  our 
game  plan  to  be  part  of 
another  company.  We 
believe  we  can  grow  to  domi- 
nate the  market  for  software 
for  high-end  servers." 

Zeus's  deal  with  venture 
capitalists,  which  is  expected 
to  be  concluded  shortly,  is 
the  latest  in  a wave  of  US 
money  targeting  young  Brit- 
ish internet  companies. 

Mr  Twiss,  whose  42  per 
cent  stake  would  be  worth 


almost  £l3m  after  the  fund- 
raising round,  says  the  com- 
pany was  bom  out  of  the 
inability  of  existing  software 
to  cope  with  the  demands 
put  on  savers  by  the  Inter- 
net He  and  Mr  Reeves,  25, 
who  also  has  a 42  per  cent 
stake,  were  running  a web 
site  in  their  spare  time.  After 
writing  software  to  tackle 
the  problems,  they  posted  It 
free  on  the  internet. 

The  interest  they  received 
convinced  them  to  start 
Zeus.  Their  partners  now 
include  Silicon  Graphics  and 
Hewlett  Packard,  two  of  the 
biggest  computer  manufac- 
turers in  the  world.  Among 
its  customers  are  Cable  & 
Wireless  and  Demon  Inter- 
net 


Cyfical/non-cylical  stocks  ' M 

Guess  what?  Dying  is  a cyclical  event  being  ffl,j apparently, :*r: 
is  not  This  is  one  oddity  to  emerge  from  the  reshuffle  In  tim  v 
FTSE  classification,  system,  which  will  group  services.  (sfucfa_  j 
as  piifl rmacei tfirg Is  and  funeral  directors)  and  consumer 
goods  according  to  how  cyclical  their  earnings  are.  ; " “ " " ; 

Quirks  aside,  how  useful  will  the  exercise  be?  It  may  have 
some  merit  if  it  helps  investors  pick  their  way  thrputfi  a. 
sector  like  retail,  which  spans  defensive  stocks  like  super-  ; 
markets  and  cyclical  plays  such  as  high-street  furniture  . 
stores.  But  relying  too  heavily  on  the  classification  risks 
oversimplifying  things.  A vertically  integrated  industry  like 
brewers  (moving  into  pubs/restaurants)  has  both  cycZfoal  • 
and  non-cyclical  characteristics.  Furthermore,  it  is  not  clear 
how  a relatively  new  industry  like  mobile  phones  performs 
in  a bad  recession. 

But  the  big  risk  with  the  new  FTSE  classification  is  that 
investors  foil  to  look  behind  the  cyclical  tag  and  rash  for  afl 
exits  at  the  first  sign  of  an  economic  downturn.  Lake  Tol- 
stoy’s unhappy  families-  cyclical  industries  are  cyclical  in 
their  own  way.  Some  are  hit  later  than  others  by  recession. 
Furthermore,  economic  cycles  differ.  A sector  hit  in  one 
recession  may  not  get  so  clobbered  next  time.  And  airlines ; 
for  instance  are  not  just  exposed  to  the  UK  economy.  Inves- 
tors should  not  hope  stockpicking  will  get  any  easier. 


Ind.  Newspapers  Xaar  makes 
in  SA  offer  Swedish  buy 


Independent  Newspapers, 
the  media  and  communica- 
tions group,  is  offering 
R26.50  a share  to  South  Afri- 
can minority  holders  of  Inde- 
pendent Newspapers  Hold- 
ings. in  a R405m  (865m)  bid 
for  the  24  per  cent  it  does 
not  already  own. 

If  the  offer  - a 43  per  cent 
premium  on  the  current 
share  price  of  R18.50  — is 
accepted,  it  will  bring  the 
value  of  the  group's  invest- 
ment in  the  country  to  more 
than  Rl-3bn. 


Xaar,  the  Cambridge-baaed 
ink  jet  printing  technology 
group,  is  to  acquire  Modular 
Ink  Technology,  Stockholm,, 
for  85.5m. 

At  the  same  time.  MTFS 
largest  customer,  Olympus 
Optical,  Is  to  subscribe  £L2m  - 
for  2.22m  new  ordinary 
shares  in  Xaar,  giving  Olym- 
pus a 4.1  per  cent  stake  in 
the  enlarged  group. 

The  vendor  is  Pelikan 
Producktions  and  Nu-Kote 
International,  its  immediate: 
holding  company.  - 


1998  Results 


The  Board  of  Directors  met  under  the 
chairmanship  of  Mr.  Francis  Mer  on 
March  10,  1999  and  reviewed  the  final 
consolidated  accounts  of  the  Group 
and  approved  the  accounts  of  Usinor, 
the  Group's  parent  company,  for  the 
1998  financial  year. 


Excluding  the  effects  of  these  accounting  standards,  the 
Group's  net  income  would  have  reached  € 197  million. 


I 


Millions  of  € 
MWonsufFRF 

Core 

Activities 

Discontinued 
Activities  * 

Total 

1998 

1997 

Net  sales 

9,575 

62,812 

1,374 

9,012 

14949 

71,824 

14976 

72,001 

Operating  Income 

Net  Income 

353 

2J18 

517 

3392 

62 

404 

-182 

-1,194 

415 

2.722 

335 

2,198 

546 

3,580 

313 

2,055 

Profit  per  share'* 

- 

- 

€ 145 
FRF  150 

€1.29 
FRF  8.45 

MSons  of  € 

Millions  of  FRF 

1998 

1997 

Net  cash  provided  by  operations 

1,005 

4591 

897 

5,883 

Industrial  Investments 

620 

4,066 

629 

4,125 

Total  shareholders’  equity 

4,555 

4,305 

including  minority  interest 

29,882 

28,240 

Net  debt 

2,075 

13,612 

5.829 

Net  debt/equity 

0.46 

0.21 

Net  income  ; 
€335  million 
(FRF  2.2  billion) 


I 


Notice  is  Hereby  Given 
of..th.eJVnnu.aL...G.e.n.er.al...M.e..e_tin.g 


Not  cash  provided  by  operations  amounted  to  € 1,005 
million  compared  to  € 897  million  in  1997.  This  improve- 
ment is  mainly  due  to  a decrease  in  working  capital 
requirements  itself  due  to  a notable  decrease  in  business 
activity  toward  the  end  of  the  year. 


Shareholder 


* Long  5pedatty  Steels  (Unimttal  and  its  subsidiaries, 
Ascomital  and  its  subshfiaries,  Sogerail, ...) 

•*  exdudes  treasury  shares  at  December  31, 1998. 


Industrial  investments  of  € 620  million  are  in  line  with 
the  level  of  accounting  depredations  and  the  Group's 
policy  for  the  allocation  of  resources. 


Other  than  the  deconsolidation  of  Vallourec  and  Forcast 
fully  consolidated  until  June  30,  1997,  the  principal 
changes  in  the  Group's  scope  of  consolidation  relate  to  the 
full  consolidation  of  Fabrique  de  Fer  de  Charleroi-Fafer 
(Belgium)  on  January  1, 1998  and  La  Magona  d‘ Italia  (Italy) 
and  Thainox  (Thailand)  in  the  second  half  of  the  year,  and 
to  the  deconsolidation  of  Valdunes  and  UGO  (France)  for 
the  year  ended  December  31,  1998.  Acesita/CST  (Brazil) 
and  Arvedi  (Italy ) were  consolidated  using  the  equity 
method  during  the  fourth  quarter  of  1998. 

The  consolidated  accounts  for  1998  show  net  income  of 
€ 335  million. 

Consolidated  Net  Sales  in  1998  readied  € 10,949  million 
compared  to  € 10,976  In  1997.  with  contributions  from 
Flat  Carbon  Steels  (56%),  Stainless  Steel  and  Alloys  (22%) 
and  Spedaity  Steels  (23%). 

In  1998,  32%  of  net  sales  were  realized  In  France,  46%  in 
other  European  countries,  12%  in  the  United  States  and 
10%  In  the  rest  of  the  world.  Asia  represents  2.5%  of  total 
net  sales. 

Operating  Income  was  €415  million,  i.e.  3.8%  of  sales 
compared  to  € 54 6 miilion  in  1997  (5%  of  sales).  Flat 
Carbon  Steels  accounted  for  +6.9%,  Stainless  Steels  and 
Alloys  for  -4%  and  Spedaity  Steels  for  +4%.  The  continued 
deterioration  of  sales  prices  for  Stainless  Steels  paired  with 
a destocking  movement  during  the  last  quarter  of  the  year 
resulted  In  a 24%  decrease  In  operating  income  compared 
to  the  previous  period. 

Net  income  of  € 335  million  Includes  the  effect  of  the 
application  of  accounting  standard  IAS  12,  mandatory 
since  the  beginning  of  1998,  resulting  in  tax  profit  being 
shown  for  € 453  million  during  the  period,  and  the 
application  of  accounting  standard  IAS  36,  mandatory  as 
of  1999  but  applied  in  advance,  resulting  in  the 
depreciation  of  tangible  and  intangible  assets  totaling 
€ 315  million.  This  depredation  of  assets  concerns  J&L 
(€  38  million),  Thainox  (€  58  million).  Unimetal  and  its 
subsidiaries  (€  201  million)  and  Schmiedag  (€  18  million). 


Net  Debt  at  December  31,  1998  amounted  to  € 2.07 
billion  compared  to  € 0.89  billion  at  December  31,  1997. 
The  increase  of  net  debt  reflects  strong  external  growth 
during  the  entire  period.  The  net  debt/equity  ratio  was 
0.46  compared  to  0.21  at  December  31.  1997. 


equity  ;;.«1 

minority 

€ 4, 555  million^ 
(FRF 

:':v-  /. 


Prospects 


End-user  demand  has  remained  steady  and,  although  the 
increase  in  orders  for  flat  carbon  steels  and  stainless  steels 
has  not  yet  resulted  in  an  increase  in  sales  prices  during  the 
first  quarter  of  1999,  such  increase  could  be  the  sign  of  a 
trend  of  restocking.  With  respect  to  Stainless  Steels,  prices 
have  increased  since  the  end  of  the  year,  particularly  in 
Asia.  For  Flat  Carbon  Steels,  a return  to  normal  inventory 
levels  and  a halt  in  dedining  trends  for  basic  products  have 
been  noted.  Price  increases  have  been  announced  for  the 
second  quarter  in  this  sector  in  Europe. 


Despite  strong  pressure  on  prices,  annual  contracts  have 
been  renegotiated  dose  to  the  previous  year  average.  This 
was  mainly  due  to  a sustained  demand  from  large  dients 
in  the  automotive  and  white  goods  industry  for  high 
technical  content  products  which  are  concerned  by 
contracts. 


Dividend  per  share 

€0.48  I 

(FRF  3.15)  I 


to  ire  bald  at  tbs  Britannia  ABRoorn^ 

Hyatt  Regency  Hotel,  Grand  Cayman,  Cayman  Islands, 
on  the  29"  day  of  March,  1999  at  9 JO  a.  m. 


i.  To  receive  and  consider  and,  rf  thought  fit.  adopt  the  accounts  presented  by  the  Directors  for  the 
year  ended  31  st  December,  1998  and  the  reports  of  the  Directors  and  Auditors. 


2.  To  ratify  the  acts  of  Directors. 


3 To  approve  the  appointment  of  PricewarerhouseCoopera  as  Auditors  and  authorize  the  Directors 
to  fix  the  Auditors'  remuneration. 


By  order  of  the  Board 

LfQU/BAER  Julius  Baer  U.S.  Dollar  Fund  Limited,  P.O.  Box  1 1 00,  Grand  Cayman,  Cayman  Islands.  ■ - r • 

A shareholder  holding  registered  shares  is  entitled  to  attend,  vote  and  appoint  one  or  more  proxies 
to  attend  and  vole  instead  of  him.  A proxy  need  not  be  a shareholder  of  the  company. 

A shareholder  holding  bearer  shares  Is  entitled  to  attend  and  vole.  Exercise  of  these  rights  in  respect 
Of  bearer  shares  will  be  recognized  only  on  presentation  at  the  Meeting  of  die  bearer  certificate  or 
satisfactory  evidence  of  che  holding.  Such  evidence  may  be  obtained  by  depositing  the  certificate 
wth  the  Agent  listed  below  against  written  receipt,  which  must  be  produced  at  the  Meeting. 

Copies  of  the  Annual  Report  including  Audited  Accounts  are  available  for  inspection  and  may  be 
obtained  at  the  registered  office  of  the  Company  and  from  the  Agent  listed  below. 

There  are  no  service  contracts  in  existence  between  the  Company  and  any  of  its  Directors  and  none 
are  proposed. 


Participating  shares  are  listed  on  the  London  Stoc*  Exchange  and  particulara  of  the  Company  are 
available  in  the  Extol  Statistical  Service. 


Sth  March,  1999 


SECRETARY  AND  REGISTRAR;  Julius  Baer  Bank  and  Trust  Comp.  Ltd.,  Kirk  House,  P.O  Box  1100 
Grand  Cayman.  Cayman  Islands  ’ 

AGEWT:  Bank  Julius  Baer  & Co.  Ltd.,  Bevis  Marks  House.  Bevis  Marks,  London  EC3A  7NE.  U.K.  ' 

Regulated  by  the  SFA 


LI  QU I BAER 

JULIUS  BAER  U.S.  DOLLAR  FUND  LIMITED 
GRAND  CAYMAN 

A company  incorporated  in  the  Cayman  Islands 
with  limited  liability 


Julius  Bar 


After  the  integration  of  Cockeriil  Sambre  and  the 
conclusion  of  the  rale  of  the  Long  Spedaity  Products 
activities,  the  net  debt/equ'rty  ratio  should  be 
approximately  0.50  by  June  30th,  1999. 


The  acquisition  of  53,77%  of  Cockeriil  5ambre  (Belgium) 
has  been  finalized  February  9,  1999.  The  tender  offer 
allowing  Usinor  to  increase  its  participation  to  75%  is 
currently  under  way.  This  acquisition  confirms  the  Usinor 
Group  strategy  aiming  at  developplng  Its  share  in  markets 
of  high  value-added  products.  Net  consolidated  sales  of  the 
COCKERILL  Sambre  Group  reached  € 5,270  million  in  1998. 


Dividend 


The  Board  will  propose  to  the  shareholders  at  the  Annual 
General  Meeting,  the  payment  of  a net  dividend  on  July  1, 
1999  of  € 0.48.  This  corresponds  to  a pay  out  of  33%. 


^Investor 

920-70-, 


Tomorrow's  steels  have  a name 


USINOR 


PORTMAN 

ebSI  building  society 


9 BUILDING  SOCIETY 

iZftMykMUhl  ■»  Eiiffari undo  dir 
BuUatf&urtu  Aa  l9Kt 


£150,000,000 

Floating  Rare  Notes  due  1999 

In  accordion  with  the  Terms  and 
Conditions  of  the  Notes,  notice 
is  hereby  given  chat  for  die  three 
months  from  tOib  March  1999 
ro  1 0th  June  1999  the  Notea 
win  bear  mi  crest  at  5.55453%  per 
annum. 

The  interest  amount  payable  per 
£10,000  Note  will  be  £140.00 
and  per  £100,000  Note  wiD  be 
£ 1.400.05  on  1 0>h  June  1999. 


I^i  BARCLAYS 


Classified 

information, 


For  rrroro  irrforrrtrtion  on 
CLtisifk-d  Business  Achrertrsing  ir,  py 
Tel:  tAA  171  873  4874  Fax:  +44  171  30C4 
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BNP  move 
sparks  fears 

of  job  losses 


By  Robert  Graham  in  Paris 

Unions  at  Paribas  and 
Soctete  Generate  say  up  to 
6/WO  jobs  are  at  risk  if  the 
hostile  bid  for  the  two  banks 
oy  Banque  Nationals  de 
Paris  were  to  succeed. 

These  estimates  were 
made  over  the  weekend  in 
preparation  for  a meeting 
this  morning  with  Daniel 
Bouton,  the  head  of  SocGen. 

The  meeting,  called  at  the 
request  of  Mr  Bouton,  was 
'Seen  by  union  officials  as  an 
'■effort  to  win  the  support  of 

* employees  to  help  block  last 
week's  bold  BNP  hid  which 
would  unravel  a proposed 
friendly  merger  between 
Paribas  and  SocGen. 

“Bouton  realises  we  are 
' .his  best  allies,"  said  Michel 
Marchet,  leader  of  the  CGT, 
•‘one  of  the  three  main  unions 
at  SocGen  that  opposes  the 
'*  BNP  bid. 

Staff,  including  manage- 
ment, own  more  than  10  per 
“cent  of  SocGen,  the  largest 
? single  block  of  shares.  At 
. Paribas  the  proportion, 
-according  to  the  unions,  is 
’■  only  marginally  smaller  at  6 
" per  cent.  In  both  banks  the 
employees  have  a represen - 
-!tative  on  the  board,  although 
\ the  latter’s  presence  has  car- 
■ ried  little  weight  until  now. 

Union  officials  say  their 
main  card  In  trying  to  block 


BNP  is  the  political  sensitiv- 
ity of  job  losses  in  France. 
Calculations  made  by  both 
the  leftist  CGT  and  the  more 
moderate  CFDT  point  to 
6,000  jobs  being  at  risk. 

Such  a high  level  of  redun- 
dancies. they  insist,  would 
not  be  absorbed  by  the  accel- 
erated rate  of  natural  wast- 
age expected  in  two  years' 
time  as  the  large  number  of 
personnel  hired  in  the  late 
1960s  and  early  1970s  take 
retirement. 

The  combined  workforce 
of  Paribas  and  SocGen  in 
and  outside  France  totals 
60,000.  The  only  segment 
considered  capable  of  being 
swayed  to  back  the  alliance 
with  BNP  are  staff  in  the 
various  levels  of  manage- 
ment. 

Paribas  denied  press 
reports  that  some  of  its  staff 
on  the  management  side  had 
on  Friday  come  out  in 
favour  of  the  three-way 
merger  proposed  by  BNP. 

At  BNP  itself,  only  the 
union  representing  manage- 
ment has  come  out  in  favour 
of  the  offensive  against 
Paribas- SocGen. 

Unions  in  both  the  two  tar- 
get banks  and  at  BNP  are  in 
close  touch  as  they  fear 
there  could  be  job  cuts 
all-round  despite  assurances 
from  Michel  PSbereau,  head 
of  BNP. 


GE  chief  given 
$46m  incentive 


' By  Richard  Waters  In  New  York 

• Jack  Welch,  who  will  retire 
■*  as  chairman  of  General  Elec- 
tric next  year,  has  been 
handed  a $46m  incentive  to 
-make  sure  be  goes  out  with 
ua  hang. 

He  was  also  paid  one  of 
the  biggest  salary  and  bonus 
- packages  of  any  American 
chief  executive  last  year. 
" with  a 25  per'  cent  increase 
' in  his  pay,  to  $I0m. 

Mr  Welch’s  18  years  at  the 
helm  of  the  US  manufactur- 
ing and  services  group  have 
already  made  him  wealthy: 
his  interests  in  GE  stock, 
including  through  options, 
are  worth  about  $720m  based 
on  GE's  share  price,  which 
bit  a closing  record  of 
on  Friday. 

They  have  also  made 
many  GE  shareholders  rich. 
According  to  the  company's 
. latest  proxy  statement,  filed 
i ■ on  Friday,  a $100  investment 
in  GE  when  Mr  Welch  took 
over  would  now  be  worth 
$4,675  - 2%  times  as  much  as 
a similar  investment  in  the 


Standard  & Poor's  500  index. 

To  make  sure  he  has  “a 
strong  incentive"  to  keep 
adding  to  GE's  value,  the 
company  said  it  had 
awarded  Mr  Welch  another 
large  lump  of  options  and 
restricted  stock,  according  to 
the  proxy  statement.  Mr 
Welch  will  be  allowed  to 
cash  in  all  of  his  latest 
award  when  he  retires  at  the 
end  of  2000. 

The  incentives  include 

300.000  units  of  restricted 
stock  and  options  over 

500.000  shares  at  an  exercise 
price  of  $79-25  a share. 

Besides  his  salary  and 
bonus,  the  GE  chairman  also 
exercised  $46.5m  worth  of 
stock  options  last  year. 

In  a report  explaining  the 
reasons  for  Mr  Welch's  high 
earnings.  GE’s  compensation 
committee,  made  up  of  out- 
side directors,  paid  tribute  to 
his  “aggressive  leadership", 
as  well  as  his  “vision  and 
determination"  in  boosting 
the  company’s  stock  market 
value  by  more  than  S300bn 
during  his  tenure. 


Ssangyong 
Oil  merger 
could  be 

in  doubt 

By  John  Burton  in  Seoul 


A planned  merger  between 
Ssangyong  Oil  and  SK  Corp 
to  create  South  Korea’s  big- 
gest oil  refiner  appeared  to 
be  under  threat  yesterday 
after  Ssangyong  Oil's  largest 
shareholder  said  it  had  not 
yet  approved  the  deal. 

Aram co.  the  Saudi  oil  pro- 
ducer that  has  a 35  per  cent 
stake  tn  Ssangyong  Oil.  said 
it  would  support  the  sale  to 
SK  Corp  only  “if  its  concerns 
can  be  satisfactorily 
resolved". 

Although  Aramco  did  not 
say  what  its  “serious”  con- 
cerns were,  analysts  believe 
it  might  be  worried  about 
the  future  of  Ssangyong  Oil 
under  SK’s  management. 
Aramco  supplies  crude  oil  to 
Ssangyong  Oil.  but  other- 
wise does  not  normally  exer- 
cise management  rights  in 
the  company. 

Third-ranked  Ssangyong 
Oil  is  considered  Korea's 
best-managed  oil  refiner, 
with  net  profits  of 
Won271.4bn  lS220m>  on  sales 
of  WonS^TObn  last  year.  In 
contrast.  SK  Corp  reported 
earnings  of  only  Wonll6bn 
despite  its  status  as  Korea’s 
leading  oil  refiner  with  sales 
of  Wonll.OOObn.  The  deal 
would  also  add  to  SK  Corp’s 
debt  of  Won7,900bn.  more 
than  twice  its  equity. 

The  Ssangyong  group  said 
last  week  it  would  sell  its 
controlling  28.4  per  cent 
stake  in  Ssangyong  Oil  to 
the  SK  group  to  help  pay 
large  debts.  But  the  deal 
hinges  on  the  outcome  of 
talks  on  a price  for  tbe 
stake,  estimated  at  $500 m. 

Korea's  Fair  Trade  Com- 
mission said  it  would  review 
the  sale  since  it  would  give 
SK  Corp  the  ability  to  set 
domestic  oil  prices,  with  con- 
trol of  nearly  half  of  the 
nation's  oil  refining 
industry. 

The  planned  merger  would 
represent  further  consolida- 
tion among  Korean  refiners, 
which  are  suffering  from 
overcapacity,  by  reducing 
tbe  number  of  competitors  to 
three  from  five  a year  ago  in 
a process  that  is  benefiting 
Korea's  largest  conglomer- 
ates. or  chaebol,  at  the 
expense  of  smaller  ones. 

LG  C-altex  has  a 32  per 
cent  market  share  and 
Hyundai  Oil.  which  is 
acquiring  the  oil  refining 
business  of  Hanwha  Energy, 
has  20  per  cent 
Tbe  disposal  of  Ssangyong 
Oil  would  mark  another  step 
in  the  dismantlement  of  the 
Ssangyong  group,  once 
Korea's  sixth  largest  chae- 
bol. Debts  amassed  from  an 
ill-fated  venture  into  car 
manufacturing  have  forced 
it  to  sell  most  of  the  busi- 
nesses. including  its  car. 
paper  and  financial 
operations. 


CONTRACTS  & TENDERS 


The  Democratic  Republic  of  Congo 
Ministry  of  Finance  and  Budget 

TENDER  FOR  THE  SELECTION 
OF  A PRE-SHIPMENT  INSPECTION  COMPANY 

The  Government  of  the  Democratic  Republic  of  Congo  Invites 
sealed  proposals  from  international  reputable  companies 
for  the  provision  for  PSI  services  covering  imports. 
Interested  companies  will  be  required  to  submit  their  bid  in  one 
original  and  five  copies  to  the  Conseii  des  Adjudications  du 
Gouvemment  C/o  Direction  des  Marches  Publics; 
avenue  de  I’Ouganda  no.4204,  Gombe,  Kinshasa 
in  two  separate  sealed  envelopes: 

_ Envelope  “A"  will  contain  technical  data  to  be  used  for 
pre-qualification 

- Envelope  “B”  will  contain  price  proposals. 

Tenders  must  be  received  at  the  above  address 
before  5 May  1999  at  10:00  am,  when  public  opening  will  lake 

place. 

>roposa!s  should  remain  valid  up  to  5 July  1999.  They  must  contain 
i Bid  bond  worth  US  Dollars  $50,000  or  its  equivalent  in  convertible 
urrency  established  in  the  name  of  the  Ministry  of  Finance  and 
ludget  The  Bid  bond  is  liable  to  forfeiture,  should  the  Bidder  chose 
d withdraw  his/her  bid  between  the  time  of  the  public  bids  opening 
,nd  the  expiry  of  the  validity  period,  or  fail  to  accept  and  sign  the 

ontract  established  in  terms  with  his/her  proposal  by  the  Ministry  of 
;inance  and  Budget. 

iterested  Companies  can  obiain  a copy  of  the  Request  for  Proposals, 
trough  a formal  request  on  Company  stationery  signed  by  an 
uthorized  representative,  from: 

Jonseil  des  Adjudications  du  Gouvemement  C/o  Direction  des 
torches  Publics  at  the  above  address,  upon  payment  of  a non- 
fandfble  amount  equivalent  to  US  Dollars  $10,000,  payable  ,n 

Francs  into  the  account  of  the  Accountant;  avenue  des 
4404,  (Cabinet  du  Ministre  des  Postes,  Telephones  et 

'6l§communicatlons),  Gombe,  Kinshasa. 

or  further  information  please  contect  the  ^ Cmgdais  de 
fontrole,  *»  dn  Port  Klnshasa/Gombe,  Fax.  243-1221974. 


DECISION  SEEN  AS  SIGN  ZIMMERMAN  THINKS  EQUITIES  HAVE  PEAKED 

■ M,,— ■«»««  ■ ■ ■ 


co-head  opts  for  part  cash 


MLM 


By  Jane  Martinson, 

Investment  Correspondent 

Stephen  Zimmerman,  cohead 
ol  Merrill  Lynch  Mercury,  is 
to  keep  half  of  a £7m 
f$l  1.43m)  windfall  from  the 
sale  of  Mercury  Asset  Man- 
agement, tbe  UK’s  leading 
pension-fund  manager,  to 
Merrill  Lynch  of  the  US  in 
cash. 

The  decision  to  invest 
£S.5m  in  unguaranteed  float- 
ing-rate notes,  a cash  equiva- 
lent, is  disclosed  in  the  pro- 
spectus for  an  investment 
trust  launched  earlier  this 
month.  Tbe  new  trust  offers 


the  loan  note  alternative  for 
investors  “nervous  of  pres- 
ent markets". 

Mr  Zimmerman’s  decision 
to  keep  so  much  money  in 
cash  is  likely  to  be  seen  as  a 
sign  that  he  believes  the 
world’s  equity  markets  have 
peaked.  It  comes  after  a 
number  of  the  UK’s  leading 
fund  managers  have  taken  a 
bearish  stance  on  the  level 
of  the  world's  stock  markets 
In  recent  years. 

The  new  trust  - Mercury 
Asset  Allocator  - is  dwdgnari 
to  help  former  shareholders 
of  the  company  g*in  expo- 
sure to  equity  markets  and 


defer  capital  gains  tax  liabili- 
ties. 

Mr  Zimmerman,  one  of  the 
most  senior  asset  managers 
in  the  UK.  could  have  cho- 
sen to  put  all  of  his  £7m  in 

tbe  shares  of  the  new  trust, 

between  half  and  100  per 
cent  of  which  will  be 
invested  in  world  stock  mar- 
kets. Instead,  half  of  his 
money  wil3  be  invested  this 
way. 

However,  he  could  also 
have  chosen  to  keep  all  the 
money  in  loan  notes  guaran- 
teed by  Merrill  Lynch. 

Mr  Zimmerman,  who  was 
deputy  chairman  of  Mercury 


when  it  was  bought  for 
£3.1bn  by  Merrill  Lynch  in 
1997,  is  believed  to  have 
received  considerably  more 
for  his  Mercury'  holding  than 
the  £7m  disclosed  in  the  pro- 
spectus. 

It  is  unclear  how  the  rest 
of  this  money,  and  any  other 
persona]  wealth,  is  invested. 

Mercury  as  a whole  is 
understood  not  to  have 
taken  an  unusually  bearish 
stance  over  the  past  year, 
though  it  has  suffered  from 
performance  problems. 

The  new  trust  has  been 
offered  to  some  5.000  Mer- 
cury clients  and  staff  who 


hold  about  £307m  of  Merrill 
Lynch  loan  notes.  The  trust 
is  particularly  attractive  to 
private  individuals  because 
of  the  capital  gains  tax 
implications. 

The  mandate  of  the  new 
trust  is  to  invest  “actively", 
with  big  shifts  in  asset  allo- 
cation across  markets  and 
asset  types.  Although  it  aims 
to  provide  an  absolute  level 
of  return,  like  a hedge  fund, 
it  will  not  be  able  to  go  short 
or  use  leverage. 

The  launch  closes  to  initial 
investors  on  March  24,  after 
which  it  will  be  marketed 
more  widely. 


KPN  chairman  to  step  down  next  year 


By  Gordon  Cramb  in  Amsterdam 

The  outlook  for  KPN  became 
more  uncertain  over  the 
weekend  when  the  priva- 
tised Dutch  telecommunica- 
tions group  said  Wim  Dik 
would  step  down  next  year 
after  a decade  as  chairman. 

Tbe  company  made  no 
mention  of  a successor,  and 
the  news  may  fuel  expecta- 
tions that  KPN  will  at  some 
point  be  put  up  for  sale.  Mr 
Dik,  60,  has  said  he  thinks 
tbe  group  will  be  too  small 


to  compete  in  a deregulated 
and  globalised  market,  while 
arguing  that  it  could  justify 
staying  independent  for  at 
least  five  more  years. 

On  Wednesday  KPN  is  to 
report  1998  results  that  will 
show  the  impact  of  competi- 
tion on  its  former  monopoly 
position.  The  company  said 
in  January  it  had  achieved 
20  per  cent  growth  in  caff 
volumes,  but  at  lower  prices. 

It  indicated  that  earnings 
growth,  which  would  any- 
way be  limited,  would  be  off- 


set by  a FI  800m  (€363m. 
$397  m)  provision  for  job 
cuts.  Analysts  expect  net 
profits  to  fall  by  between  a 
fifth  and  a quarter  from  the 
F12.69bn  for  1998. 

Shares  in  KPN  ended  last 
week  at  €41.70.  or  23  per  cent 
below  their  peak  for  tbe  past 
year,  valuing  tbe  company, 
in  which  the  Dutch  govern- 
ment still  holds  a 45  per  cent 
stake,  at  nearly  €20bn. 

KPN  last  year  spun  off 
TNT  Post  Group,  the  former 
mail  and  express  delivery 


division,  into  a separate 
listed  company.  The  move 
was  intended  to  present  a 
clearer  profile  to  investors  as 
a telecoms  operator.  Since 
then,  however,  its  shares 
have  oscillated  amid  rulings 
by  a Dutch  industry  regula- 
tor seeking  to  ensure  access 
to  the  market  for  Dew  rivals. 

Number  portability  comes 
to  tbe  Netherlands  next 
month,  allowing  customers 
to  switch  provider  with  less 
inconvenience.  According  to 
one  survey,  two- thirds  of  its 


business  users  are  consider- 
ing making  that  step. 

Growth  at  KPN  has  come 
recently  from  mobile  tele- 
phony - although  a British 
Telecommunications  joint 
venture  is  among  four  rivals 
driving  prices  down  - and 
from  involvements  abroad. 

Last  month  Mr  Dik  said  he 
wanted  to  move  to  majority 
control  at  Us  holdings  in  the 
Czech  Republic,  Slovakia 
and  Hungary,  which  would 
allow  creation  of  a unified 
eastern  Europe  operation. 


Notice  of 

Annual  General  Meeting  of  Skandia 

Shareholders  of  SKANDIA  INSURANCE  COMPANY  LTD  (pub!)  are  hereby  summoned  to  the  Annual  General  Meeting  on  Thursday 
April  8, 1999,  at  3.00  p.m.  (Swedish  time).  Location:  The  Congress  HaB,  Folkets  Hus,  Bamhusgatan  12-14,  Stockholm,  Sweden. 

NOTIFICATION  OF  ATTENDANCE,  ETC. 


Shareholders  Intending  to  attend  the  Annual  General  Meeting,  must 
• he  recorded  as  shareholders  in  the  Shareholders  Register  Issued  by  the 
Swedish  Securities  Register  Centre  (Vardcpappcreccniralcn  VPC  AB>  as 
■ji  Monday.  March  29,  1999, 
and  mast 

- notify  the  Company  or  their  intention  to  attend  the  Meeting  not  later 
than  4.30  p.m.  (Swedish  time)  on  Tuesday.  April  6,  1999.  Notification 
of  intent  to  attend  the  Meeting  should  be  made  tn  writing  to  Skandia. 
Corporate  Law.  “ACM',  SE-103  50  Stockholm,  Sweden,  by  lax  Ini 
♦46-H-7HH  16  »),  by  telephone  Ira  +4A8-7H8  32  62  or  via  the  Internet 
at  hnpi'.'wwwjdtamha-se/agm.  Please  note  that  if  voting  by  proxy, 
power  of  attorney  must  he  sent  in  original  and  may  not  he  sent  by 
fax  or  via  the  Internet. 

Slorehnlders  whrrec  .-.lures  arc  held  in  Oust  hy  a bank  or  private  broker 
must  temporarily  regraer  their  shares  in  their  own  names  In  the  Share- 
hi  alders  Register  lo  be  ahlv  tn  attend  the  Annual  General  Meeting.  Such 
registration  must  he  completed  not  later  than  Monday.  March  29.  1999. 

AGENDA  AND  PROPOSED  DECISIONS 

1.  Opening  of  the  Meeting 

2.  Election  of  a chairman  to  preside  over  the  Meeting 
Nominating  Commute v Ream mtnuialion-  Mr.  Sven  Sridcihetg, 
Chairman  of  the  Board. 

3-  Address  hy  Mr.  LarvEric  Petersson.  President  and  CEO  of  Skandia 

4.  Election  of  a person  to  check  and  sign  the  Minutes  together  with 
the  Chairman 

5.  Verification  of  the  voting  list 

6.  Decision  as  to  whether  the  Meeting  has  been  properly  called 

7.  Presentation  of  the  Annual  Accounts  and  the  Consolidated  Accounts 

for  vm 

8.  Presentation  of  tire  Auditors'  Report  and  the  Consolidated  Auditors' 
Report  for  19** 

9.  Appmi-.il  of  the  Profit  and  Loss  Account  and  Balance  Sheer,  and  the 
Consolidated  Profit  and  Loss  Account  and  Consolidated  Balance 
Sheet  for  199R 

1(1.  Decision  on  appropriation  of  the  Company's  profit  in  accordance  with 
the  adopted  Balance  Sheet,  and  determination  of  the  record  date 
fur  payment  of  a dividend 

Board  recommendation-.  Of  the  amount  available  for  distribution  hy 
the  Annual  General  Meeting,  MSEK  2,125  (the  hatance  of  MSEK  1,891 
brought  forward  from  1997  and  the  year's  profit  of  MSEK  255,  reduced 
by  an  allocation  to  the  fund  for  unrealized  gains  of  MSEK  21),  the 
Board  of  Directors  recommends  that  a dividend  of  SEK  0.90  per  share 
be  paid,  totalling  MSEK  461,  and  that  MSEK  1,664  lie  carried  forward. 
The  record  date  shall  be  April  13.  1999. 

1 1.  Decision  as  in  whether  to  discharge  the  Directors  and  the  President 
from  liability  for  their  administration  during  the  1998  financial  year 
Recommendation.  The  Company's  auditors  recommend  that  they 
he  so  discharged. 

12.  Decision  un  Director:.’  fees 
Nominating  Commit tcv  Recommendation- 

• Chairman  SEK  tfotl.MXl, 

uf  which  SEK  225,000  shall  he  used  to  purchase  issued  Skandia 
slures,  at  marker  price,  as  soon  as  practicable  after  the  Annual 
General  Meeting  (unchanged) 

• Vice  Chairman  SEK  350.000. 

of  which  SEK  130.000  shall  be  used  to  purchase  Issued  Skandia 
altircs,  at  market  price,  as  soon  as  practicable  after  the  Annual 
General  Meeting  (unchanged) 

- Director  SEK  200,000. 

of  which  SEK  75,000  shall  he  used  to  purchase  issued  Skandia  shares, 
at  market  price,  as  soon  as  practicable  after  the  Annual 
General  Meeting  (unchanged) 

The  requirement  concerning  the  purchase  of  Skandia  shares  shall 
not  apply  in  respect  of  directors  who  have  been  appointed  as  policy- 
hokler  representatives. 

13-  Proposed  amendments  to  the  Company’s  Articles  of  Association 
Nominating  committee  and  Board  Recommendation.-  That  Article  7, 
paragraph  2,  nf  the  Company's  Articles  uf  Association  he  amended, 
entailing  titai  the  number  of  director!  ekxled  by  the  Annual  General 
Meeting  shall  he  not  less  than  five  and  not  more  than  eight-  The 
current  stipulation  is  that  the  number  of  elected  directors  shall  he 
not  less  than  six  and  nut  more  than  nine. 

The  complete  wording  of  the  recommended  amendment  to  the 
Anicius  of  Association  will  be  sent  to  all  shareholders  who  arc 
directly  regtsercd  as  such  with  the  Swedish  Securities  Register 
Centre.  The  text  can  also  he  obtained  from:  Skandia,  Corporate  Law, 
SE-1U3  50  Stockholm,  Sweden,  telephone  lilt  + 46-8-78H  32  62, 

Fax  Ini  + 46-8-7H8  16  «». 


Skandia 


14.  Derision  on  the  number  of  directors  in  he  elected  hy  the  shareholders 
Nominating  Committee  Recommetuiatiom  A reduction  from  seven 

In  five. 

15.  Election  of  directors 

(The  term  of  office,  which  is  two  years  according  to  the  Articles 
of  Association,  expires  for  Mr.  Sven  Sndcrhuig,  Mr.  Ik-ngt  Uniun, 

Mr.  Kunh  AugusLson  and  Mr.  La  pi- Eric  Petersson.  I 
Nominating  Committee  Recommendation: 

Re-election  of 

• Mr.  fiengt  Braun 

• Mr.  Lus-Eric  Petetsson. 

both  for  the  period  through  the  2«ll  Annual  General  Meeting. 

The  Swedish  Consumer  Agency  and  the  Stockholm  Chamber  of 
Commerce  - who  have  die  duty  |o  appoint  the  policyholders' 
representatives  on  the  SkjndU  Board  - have  appointed 
Professor  Hoel  Fiodgrvn  (re-election J and  Mr.  Melkcr  Mviriing 
(new  election i as  the  policyholders'  representatives.  wuh  effect 
from  the  1‘W  Annual  General  Meeting. 

16.  Derision  on  auditors'  fees 

Nominating  Committee  Recommendation ■ Compensation  as 
agreed  when  procuring  the  services. 

17.  Election  of  auditors 

Nominating  Committee  Recommendation:  Re-election  of 

Mr.  Haas  KarLssnn.  Authorized  Public  Accountant,  KPMG,  and 

new  election  of  Mr.  Jan  Brtgerson.  Authorized  Public  Accountant, 

Ernst  & Young. 

18.  Election  of  Alternate  Auditi  its 

Nominating  Committee  Recommendation.  Re-election  of 

Mr.  Olof  Gcdurherg.  Authorized  Public  Accountant..  Erast  Jfc  Young. 

and  Mr.  Anders  Holm,  Authorized  Public  Accountant.  KPMG. 

19  Election  of  memhvnt  of  the  Nominating  Committee  for  the  2U00 
Annual  General  Meeting 

I According  to  a decision  hv  the  1995  Annual  General  Meeting,  ihe 
Nomlnattng  Committee  shall  consist  of  .six  members:  three  representa- 
tives of  the  major  .shareholders,  one  a-prcsuntaiivc  of  the  minor 
shareholders,  one  representative  of  the  policy  I mldcrs  of  Skandia  Life- 
Insurance  Company  Ud.  to  be  appointed  by  the  Stockholm  Clamber 
of  Commerce,  and  the  Chairman  of  the  Hoard.) 

Recommendation  Kc-efcction  of  Mr.  Tor  Marthm,  Mr.  Cari-OInf  Hy 
and  Mr.  Urn  Vlinanen  as  representatives  of  the  major  shareitolden; 
(nominated  hy  AMF  Peaslon,  Jndustrivarden  and  the  Pnhjnb  group, 
respectively  l and  Mr.  Kjcll  Gunnarsnn  as  representative  of  the  minor 
.shareholders  (nominated  by  the  Skandia  Shareholders'  Association  >. 

In  addition.  Mr.  Deng!  Oldmark,  appointed  Ivy  the  Stockholm 
Chamber  of  Commerce  as  representative  uf  the  policyholders  of 
Skandia  Life  Insurance  Company  Ud,  as  wdl  as  Skandia  s Chairman, 
shall  be  members  of  the  Nominating  Cwnroinee  for  the  2fXXl  Annual 
General  Meeting. 

21).  Information  on  the  combination  of  Skandh’s  and  Storebrand's 
property  & casualty  insurance  operations 

21 . Questions  from  shareholders 

22.  Adjournment  uf  the  Annual  General  Meeting 

DIVIDEND 

The  Board  of  Directors  recommends  that  a dividend  of  SEK  tj.yn  per 
Share  he  paid  tn  the  shareholders,  and  that  the  record  date  for  payment 
of  the  dividend  shall  he  April  13.  1999.  If  this  recommendation  is 
adopted,  dividends  are  expected  to  he  dlrtxihtnol  from  the  Swedish 
Securities  Register  Centre-  on  April  2t),  1999. 

ANNUAL  REPORT 

The  I99K  Annual  Report  can  be  obtained  from:  Skandia. 

SE-103  50  Stockholm.  Sweden,  telephone  Int  + 46-H-7KH  It)  i«. 
fax  Int  + 46-H-7HH  2H  3H. 

INTStPRETATlON  OF  THE  PROCEEDINGS  INTO  ENGLISH 

FIX'  the  anwnkntV  rtf  nnn-Swedi.sh  speaking  diareltultlers.  there  will  he 
simultaneous  interpretation  of  the  proceedings  of  tlte  Annual  General 
Meeting  into  English. 


SWEDISH-SPEAKING  SHAREHOLDERS 

This  summons  lo  attend  the  Annual  General  Meeting  of  SkandU 
Insurance  Company  Ud  fpubfi,  to  be  held  on  Thursday,  April  8. 
1999  at  3.00  pjn.  in  the  Congress  Hall.  Folkas  Hus,  Bamhusgatan 
12*14,  Stockholm,  Sweden,  can  also  he  olxained  in  Swedish.  Mease 
contact  Skandia,  Corporate  law.  "AGM‘.  SE-103  50  Stockholm, 
Sweden,  telephone  li*  +46-8-7HH  32  62,  (ax  Int  +4«L‘W8  16  HO. 


A welcome  is  extended  to  the  shareholders  lo  anend 
die  Annua)  General  Meeting. 

Stockholm,  March  19*19 

The  Board  of  Direcnirs 
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Notice  to  Noteholders 

EUROPEAN  INVESTMENT  BANK 

LUF  2,000,000,000 

5 -25  per  cent.  EURO-Fnngihle  Notes  due  15  April,  2004 
I the  "Note  Lm*") 

ISIN  X90D8I314W7 

Notlcs  of  redenomination  icanvenko.  rmonunalnatxM  and  nx-roven  tinning i and  comoUrfauan  fa  bareby  given  in  accordance  with 

tbo  Ustbj;  and  mndidt-ns  i"Conifiaons“i  of  tbe  Note  luste.  that  with  effect  from  15  April,  1999 

Conmeliiu 

1 each  Note  of  LLtF  50,0(11)  rcpnaentlap  an  interect  in  the  Global  Nute  on  tbe  Hedeoaminatini  date  il£  April,  1H9B1  etui]  be 
deemed  to  be  convened  into  ECHO  1,230.47; 

Interest  Payment 

2 snsronuntof  El'R0tB.M  sbiU  be  paid  on  lo  April.  ISKHothe  bobltrin  rewpeet  of«ich  Much  NnteofLliF  30^000; 

Cub  Settlement 

3 in  addition  lo  the  payment  of  Interest,  an  amount  of  EURQ.T47 shall  be  paid  on  lo  ApriL  1390  to  titv  bolder  In  respect  iff  eerii 
Audi  Non-  ofLUF.7il.OT0  so  that,  for  mu*  *ueh  Note,  the  amount  of  «tch  El'RO-deeMmnatoJ  Note  t the  “Original  Note"!  *hafl 

be  EURO  1 JS& 

RsBomimalisatioa 

4 the  near  denominations  of  the  Original  Notes  (the  "New  Ni*e*“)  shall  be  EU  RO  4.  EURO  104)00.  EURO  1004)00  and  EURO 
14UU4U0  and  the  total  amount  of  tbe  Note  brae  shall  be  ofa  maximum  amount  nf  EURO 49.440400; 

BuiiamPsys 

o any  reference  to  business  dap-  in  the  C-ituUtnns  shall  be  deemed  to  refer  )■•  a day  on  which  the  Trims-European  Automated 
Real-time  Gross  wulcnrcnt  Expires.-'  TYonafer  system  rTARGEI"  if  open: 
rnimnlidirirm 

6 the  Note  I^rne  sb»B  be  cmijolhlated  with  nutefawe* 

5jS  per  cent.  EURO-FungibJe  Note*  due  15  April. 2004. 

ISI N XiJ0asl387374,  XSUU8K19G62G.  XSUOEBTffise  and  DE0OT1K73U6 

(the  “Other  brsues”  and  together  with  the  Note  Issue  the  “Cumwlidotetl  Isvsue'i  which  shall  nbo  be  ccvMjlidaud  un 
» April.  iDSOe 

MawiMjlMMMlIlrfrMMIlUHlIwITMMl 

7 the  aggregate  nnmmal  amount  iff  the  Canfolklued  issue  shall  be  of  a maximum  amount  of  EURO  -sUlAOOJlfi; 

6 tbe  El  B "hall  issue  replacement  Glohsd  Nn  ter  for  the  CutuoUdated  Issue  In  exchange  for  tbe  Glnhal  Note  of  the  N.we  l»<ue  and 
the  Other  lsritex 

ISIN  Dumber 

9 the  ISJN  number  far  tbe  Gwsolidiied  Iwue  stall  be  XSOToSllboO: 

Note  Depositary 

10  In  the  extent  the  Notes  are  held  la  Ctiielbank  or  Morgan  Guaranty  Trust  Company  of  Now  York,  Brus«*eii  Office,  as  uperutor  ot' 
Lbe  Enradenr  System,  the  cmnnmn  depository  Khali  be  Paribas  Luxembourg;  to  (be  extent  the  Note*  are  held  in  Deatacfae 
EUrse  Clearing.  the  depositary  shad  he  Deub-che  Btae  Charing; 

Stock  Exchange  f 

11  the  Cxtaolklaied  Issue  dnD  be  luted  cm  the  Luxembourg  Stock  Exchange,  without  prejudice  to  a listing  oo  one  or  more  other 
Stock  Exchanges  in  the  European  Community: 

Clearer 

12  the  Consolidated  lieue  shall  be  deared  iJhnsigh  Cedrihank,  Morgan  Guaranty  TntM  Company  nf  New  York,  RruMeta  Office,  on 
nperatorof  the  EurodearSyNem  and  Deutsche  Bftne  Clearing; 

Noteholders  are  referred  to  the  C«nditio(is  of  the  Note  law  tin  particular  “Redenomination-.  “Further  Knee  and  Consolntulon” 
and  “General  Information”). 

Ci^ea  uTtbeCooditjaroi  arc  arailablr  for  irapeetkeiaLibLi  office  of  the  FWeal  Agent  ax 

Paribas  Luxembourg 
Jto  Boulevard  Rural 
L-30SI  Luxembourg 

Doted  1."  March.  11)9!) 
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Notice  to  Noteholders 

EUROPEAN  INVESTMENT  BANE 
DEM  1,395,897,000 

525  per  cent.  EURO-F ungible  Notes  due  15  April,  2004 

ithe  "Sole  liffli'l 

ISIN  DEWJlARK 

Nolke  uf  nalenumitintiua  -cum  trill.  ren>>miiuiit~ution  ant  n-cuii  wiii >mngi  and  .■rft-uli.bii.ji  L-  hereby  jrii  en  in  aciunluruv  with 

the  term*  and  ch*1k hue- 1 "C«inditioa'“iiff  t he  Sue  lame.  mi  :hat  nuk effect  fmm  IS  April.  1999 

Conversion 

1 each  Note  uf  DEM  I.nOO  >haD  be  deemed  lo  he  conn-riL-d  int»  ElfiU  51 US*, 

Interest  Phymeat 

2 on  amount  uf  E U F-l  K3SM  shall  bn  paid  un  15  April,  l^y  to  the  holder  in  re-<pect  of  each  Note  uf  DEM  Lull; 

Cash  Settlement 

■s  in  aiMiliun  lu  the  payment  oT Intense  an  amount  .f  EURO -129  -hull  be  |ahi  <m  15  April.  1999  to  the  holder  u>  ite*|uxi  ■ •reach 
Note  of  DEM  14M)  -o  that,  fur  each  m b Note,  the  amount  of  each  E l' RO-de nominated  Nute  itbe  -Original  N»te~i  »ha!l  he 
EURO  Kg' 

Bowlnalhallw 

I the  new  denorainaUMi*  of  tbe  Notes  (the  “New  Notes' I shall  be  EURO  4,  El'RO  10.001).  EURO  100.0(a)  and  EU  R0 1 4»H).')OT 
and  ii>- total  amount  ofth*  Note  1mm  idtall  be  EURO  709.1 1.7.07(7: 

Business  Days 

5 any  reference  to  buxine- > days  in  the  Condition)-  shall  be  deemed  to  refer  lo  a ilay  on  which  the  TYans-Eunipeun  Automated 
Real-time  Gross  mtleimni  Expect- Tnmfrr  f j*uai  I “TARG ET i e*  of w 
Consoddalioa 

E the  Note  lime  .-ball  be  consilidated  with  note  issues 
5JS5  per  cent.  EURO-F ungibie  Notes  due  15  April. 304. 

ISIN  .'190001(1977174.  XSm  188:09516.  XS0H7357H»2and  XSmwun4W7 

(the  “Other  IxmeK*  and  together  with  the  Note  Kaie  the  “ConKolidatnl  Issue')  which  shall  aho  be  cnnaoJidsted  on 
15  April.  1999; 

Nominal  amount  of  Consolidated  Imoe 

7 tbe  aggregate  nominal  amount  oT  the  C-MBnlidated  k~ue  -hall  be  of  a masimum  amount  uf  EU  RO  :U  1 1.4(0).716: 

•i  the  ELB  shall  Usue  replacement  Global  Notet-  for  the  Conxdilaled  lesne  in  exchange  for  Ulc  Global  Nute  of  tbe  Note  Issue  and 
the  Other  lanier; 

ISIN  number 

9 the  ISIN  numher  for  tbe  ConmlidBied  Issue -hill  be  XSUK^ilboO: 

Note  Depository 

10  to  the  extent  the  Notes  xre  htkl  in  Cedelbanh  <«■  Morgan  Guaranty  TVnst  Company  of  New  York.  Bnewel-  Office,  aa  operator  of 
the  Enrariuar  System,  the  common  depositary  shall  be  Pariba-  Luxembourg;  to  the  extent  the  Notes  are  held  in  DcuL-chr 
Borne  Clearing,  the  depositary  shall  be  Deutsche  Bbr>*  Clearing; 

Stock  Exchange  Listing 

II  the  CouraUdatedlsmeehall  be  listed  ui  the  Luxembourg  Suck  Exchange,  withmit  prejudice  U>  a liethig  on  oite or  more  tuber 
Stock  Exchanges  in  the  European  Community; 

dourer 

12  the  ConsnKdaLmi  Issue  shall  he  dewed  through  CedeJbank.  Morgan  Gnaranry  Trust  Company  of  New  York.  Brviw*et  Office,  v 
operator  of  the  EnrudearSysuxnoiul  Deutsche  BGrst  Cleariug; 

Notebdden  are  referred  to  the  ComUlkiiv  of  the  Note  Issue  tin  particular “Redeouninaiiua".  “Further  (smew  ami  Coaswlidatitm" 
and  “General  Infonnariun'L 

Cofies  of  tbo  C<rodilima  are  »\wil«bk'  far  inspuflkm  at  the  oflke  id  tbe  Fi-al  Agent  at 

RtrUMMLaxeubonrK 
Ifa  B-iulevard  Royal 
L-3WI  Luvembravg 

Dated  15  March,  1999 
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Notice  to  Noteholders 
EUROPEAN  INVESTMENT  RANK 
ITL  750,000,000,000 

Differentiated  Coupon  EURO-Fungible  Notes  due  15  April,  2004 

(the  “Note  issue'' 

ISIN  XSDO»l.<bcrj74 

Notice  of  redenominaikm  (coureraion.  renominal'eiarion  and  rverateninaingiaDd  cwwdldaUOT  if  hereby  given  in  accnnitnre  with 

the  terms  and  condttkTOfVundituras'j  of  the  Note  beoie.  m that  with  effect  from  !■"  April.  1999 

Conversion 

1 each  Noteof  ITL  5jH)04)00iihaU  be  deemed  la  be  converts  I imo  EURO—V12JSH; 

later  ft  Payment 

2 an  amount  rd’EUROffL.'Wsfnill  be  paid  on  16  April.  HOT  to  the  holder  ftmpoct  of  ench  N.-Keof  fTLS)«UiMi; 

Cash  Settlement 

3 in  addition  to  the  paymunluf  InLurwt,  an  amount  of  EUR0228  shall  be  paid  un  In  ApriL  1999  tu  the  bolOer  in  respect  of  inch 
Note  of  ITL  K.lXOylOO  so  duo.  (breach  mch  Note,  the  amount  of  each  EUEOdcnotninaUsl  Note  (the  “Orighud  Note”'  -hall  be 
EUR02/-W. 

BeMuiaaEatGos 

4 tbenen  donominationaoftbe  Noter  idw  “New  NolixO  shall  be  EURO  4.  EURO  lb.OOO.  EURO  UMymiiiuHlEURO  lJMJJhin 
ami  the  total  amutmt  of  the  Note  Issue  shall  be  EURO^.OOOAO; 

Boahma  Days 

5 any  reference  to  buuness  days  in  the  Coodhions  shall  be  deemed  to  refer  U>  a day  on  which  tbe  TVans- European  Anumuted 
Rol-tirae  Gross  settlement  Express  TVwiafer  system  (TARGET)  U open: 

CouaoUdution 

6 the  Note  lasue  shall  be  cuusdiihiled  with  note  ksum 
5426  por  coni.  EL(RO-Fungible  N-mck  doe  15  ApriL  2MM. 

ISIN  DE0001tfi77J06.XS()(liKB6626,XS007S57SS2and  XSUOSISU9W7 

(the  “Other  Issue-'  anil  together  with  ihe  Note  issue  the  “CoawriHaipd  bstaw'i  which  shall  also  b-  oeiMitidalud  on 
15  April.  HOT: 

Nominal  a mount  of  Conaotida  tad  bane 

7 the  aggregate  wunlnul  uwxuu  of  the  Consobdated  Issue  "hall  be  of  a maximum  amcoint  of  EURO  11.141  JflO. 7 ir< 

3 tbe  EIE  shall  wue  repbeemenL  Global  N'nte>  fur  the  Cnniwlidulcil  irrire  in  exchange  fur  the  Cfebal  Note  or  the  Nute  L*uc  anil 
the  Otber  Issues: 

ISIN  number 

9 the  ISIN  number  fur  Uw  ConroUdaled  Issue  shall  be  XbtCfftBIA^r. 

Common  Depositary 

10  to  theexunt  the  Nows  are  bold  in  Cedeftnnk or  Morgan  Guarani y Trust  Company  of  New  York.  Rrus.v.-b  Office. « opt  ratur  of 
the  Eureelear  System,  the  Note  depoHiory  shall  be  ftnbas  Lusmbminc  lu  the  extent  the  Note-  ore  held  in  Deutsche  Rorse 
iDearing,  the  depositary  shaU  be  Deutsche  Burse  Clearing; 

Stock  Exchange  Liming 

11  the  CeMOlfcbtedlitbiiedhaU  be  feted  oo  the  Uixcudrount^Jck  Exchange,  withampf^ndire  to  a lining  on  une  or  mure  other 
Block  Exchange:  in  the  European  Community; 

Clearer 

12  the  CwwIMlIol  leaie  shall  be  cUared  through  CcdcJbank.  Morgan  ,^(iaRint;.  Tru~t  Company  or  New  York.  Brur.^L  OlEce,  as 
operator  oTtbe  EurodeorSyrteni  and  Deufdie  BflrseCkannp; 

NotehoWere  are  referred  to  tbeConriUlons  of  the  Note  iswiin  |Wikular“IIwfcniannuiiijn-.“Funher  I-uosandCoRsobdatitni' 

SUld  TjflhJQl  InBnrraaf  inn^i 

CopitH  of  the  Cuadliioat  are  andlaMe  forinspccuon  m the  office  .rf  the  Fiscal  Agent  at 

Paribas  Luanubuurg 
10a  Boole  vard  Royal 
L-3SJ  Luxembourg 

Dated  15  March.  1399 


NEWS  DIGEST 


ACQUISITIONS 


Japan  Tobacco  plans  to 

accelerate  diversification 

Japan  Tobacco  will  accelerate  its  diversification  plans 
despite  its  S8bn  acquisition  of  the  international  cigarettes 
business  of  RJR  Nabisco.  Yasushi  Shingai,  a senior  execu- 
tive, said  he  was  confident  the  group  had  not  overpaid  for 
RJR  International,  and  that  it  would  reap  S300m  in  post- 
tax synergy  savings  after  five  years. 

Speaking  in  New  York,  Mr  Shingai  said  future  diversifica- 
tion would  concentrate  on  pharmaceuticals  and  food.  Less 
than  2 per  cent  of  the  group's  total  sales  currently  come 
from  non-tobacco  areas.  Its  pharmaceutical  business  has 
iicensrnig'  partnerships  with  drug  companies  including 
Johnson  & Johnson  and  Pharmacia  & Upjohn.  Food 
operations  include  Burger  King  restaurants  in  Tokyo, 

Green  Giant  processed  foods  in  Japan,  and  soft  drinks. 

Mr  Shingai,  general  manager,  corporate  planning  divi- 
sion, would  not  give  details  of  the  company’s  debt  struc- 
ture after  the  RJR  International  acquisition,  which  is  being 
financed  by  Citibank.  However,  the  group  had  $5.4bn  in 
cash  and  short-term  investments  at  the  end  of  last  year, 
and  would  reduce  its  cost  of  capital  by  taking  on  debt 

Analysts  had  said  a buyer  with  a broader  international 
presence  would  have  been  able  to  find  more  synergy  ben- 
efits but  Mr  Shingai  said:  “We  can  rejuvenate  these  brands 
because  of  the  cashflow  from  our  domestic  operations.” 
Andrew  Edgecfiffe-Johnson,  New  York 


OIL 


FINANCIAL  TIMES  MONDAY  MARCH 

COMPANIES  & FINANCE 

LVMH  ready  to  limit 
its  holding  in  Gucci 


Sasol,  Petronas  to  co-operate 

Sasol,  the  South  African  petrochemical  and  synthetic  fuel 
producer,  and  Petronas,  the  Malaysian  state  oil  group,  are 
considering  the  establishment  of  a joint  oil  company  and 
will  explore  other  forms  of  co-operation. 

Last  year,  Petronas  bought  control  of  Engen,  South 
Africa's  biggest  fuel  retailer.  The  proposed  new  company 
is  likely  to  be  based  on  a tie-up  between  Sasol’s  synthetic 
fuel  plants  and  Engen's  retail  network.  They  may  also 
co-operate  on  petrochemicals  and  oil  and  gas  exploration. 

Sasol.  whose  oil-from-coal  plants  date  back  to  the 
apartheid  era  and  attempts  by  the  government  to  circum- 
vent an  oil  embargo  - said  in  December  it  was  terminating 
the  old  agreements  obliging  companies  such  as  Engen. 
Shell  and  Total  to  buy  Sasol  fuel  and  have  Sasol  pumps 
on  their  petrol  station  forecourts.  Sasol’s  subsidies  are 
bang  phased  out  Victor  Mallet,  Johannesburg 


AUTOMOTIVE  PARTS 

Federal-Mogul  stock  slumps 

Shares  in  Federal-Mogul,  one  the  most  acquisitive  players 
in  the  wave  of  consolidation  in  the  automotive  parts  sec- 
tor. slumped  by  about  1 1 per  cent  on  Friday,  as  several 
analysts  reduced  earnings  forecasts.  The  blame  for  the  fall 
was  attributed  mainly  to  the  impact  of  a Merrill  Lynch 
note,  which  lowered  the  firm's  rating  from  “accumulate''  to 
buy",  and  talked  of  sates  running  behind  projected  levels, 
partly  because  of  the  weak  European  after-market  Tne 
first  quarter  earnings  estimate  was  cut  from  95  to  92 
cents.  Another  research  firm  also  cut  its  estimate  to  90 
cents  a share. 

The  Michigan-based  company  has  tripled  its  annual 
sates  through  a number  of  large  acquisitions  over  the  past 
18  months,  including  Britain's  T&N  group,  Chicago-based 
Fel-Pro  and  the  automotive  arm  of  Cooper  Industries.  But 
it  recently  missed  out  in  the  bidding  for  LucasVarity  in  the 
UK,  with  TRW,  another  US  company,  emerging  as  the  suc- 
cessful buyer.  However,  while  the  acquisition  strategy  has 
increased  Federal-Mogul's  market  position  and  sales,  it 
has  also  meant  a more  leveraged  balance  sheet,  with  a 
large  amount  ot  new  equity  having  already  been  issued. 
Nikki  Tait,  Chicago 


PAY  TELEVISION 


MIH  to  list  in  Amsterdam 

MIH  Holdings,  the  South  African  provider  of  pay  television 
services,  is  to  bring  a minority  stake  in  its  operations  to 
the  Amsterdam  stock  exchange  next  month,  in  the  latest 
move  by  a Johannesburg  listed  company  to  seek  a quota- 
tion abroad.  It  filed  documents  last  week  with  the  US 
Securities  and  Exchange  Commission  to  offer  shares  in 
MIH  Limited,  a British  Virgin  Islands  subsidiary  which  con- 
ducts most  of  its  activities.  These  include  supplying  a TV 
signal  to  nearly  1.9m  households,  mainly  in  Africa  but  also 
in  martlets  including  Greece  and  Thailand. 

According  to  the  SEC  filing,  the  company  had  revenues 
in  its  latest  six  months  to  last  September  of  $286.3m,  on 
which  it  made  a net  loss  of  $3 2 .2m.  The  offering  follows 
strong  demand  for  an  issue  launched  In  Amsterdam  this 
year  by  United  Pan-Europe  Communications,  a cable  TV 
provider  which,  like  many  in  the  industry,  has  never  made 
a profit  Gordon  Cramb,  Amsterdam 


SOFTWARE 

Oracle  shares  down  a fifth 

Shares  in  Oracle,  the  software  company,  fell  by  more  than 
a fifth  on  Friday  as  the  market  reacted  to  lower  than 
expected  third-quarter  revenues.  Although  the  company 
exceeded  Wall  Street  profits  forecasts  with  earnings  of  20 
cents  a share,  revenue  growth  was  lower  than  expected, 
rising  by  19  per  cent  to  $2bn.  Revenues  from  the  services 
business  rose  29  per  cent  to  $1 .2bn,  but  sales  of  software 
were  sluggish,  with  a 7 per  cent  year  on  year  improvement 
to  $80 0m. 

Analysts  responded  by  cutting  buy  recommendations. 
The  news  caused  the  shares  to  drop  $8  &,  or  23  per  cent, 
to  S28£.  Oracle  shares  have  been  remarkably  volatile  over 
the  past  two  years  as  the  company  has  fought  to  over- 
come slowing  sales  of  its  database  software  with  expan- 
sion into  new  areas,  such  as  financial  applications  and 
services. 

Worries  about  slowing  growth  depressed  the  share  price 
for  most  of  1998,  but  the  launch  of  several  new  products 
last  autumn  prompted  a rally  that  lifted  the  share  price 
from  $15  to  more  than  $40. 

Roger  Taylor,  San  Francisco 


AIRLINES 

Taiwan  carrier  sees  profit 

China  Airlines,  Taiwan's  major  carrier,  expects  to  return  to 
profitability  this  year  after  painful  losses  in  1998.  Philip 
Wei,  director  of  the  airline’s  finance  division,  said  results 
for  last  year  were  still  being  audited,  but  that  the  airiine 
expected  a net  loss  of  slightty  less  than  T$2.85bn 
(US$86m). 

China  Airlines'  ticket  sales  plunged  after  a crash  in  Feb- 
ruary 1998  that  killed  202  people  and  a slump  in  travel 
caused  by  Asia's  financial  crisis.  Executives  of  the  com- 
pany. which  is  majority-owned  by  a government-controlled 
foundation,  said  that  in  recent  months  they  had  improved 
safety  and  made  progress  in  regaining  passengers’  trust. 
Mr  Wei  declined  to  give  details  of  the  expected  profits  for 
1999,  but  said  they  would  at  least  exceed  US$22m. 

Mure  Dickie,  Taipei 


ni 


By  David  Owen  in  Parts 

Bernard  Arnault,  chairman 
of  LVMH,  is  prepared  to 
freeze  the  French  luxury 
goods  group's  stake  in  Gucci 
of  Italy  at  below  35  per  cent 
for  at  least  three  years. 

Interviewed  in  his  Paris 
office  ahead  of  a week  that 
will  bring  publication  of 
LVMH's  financial  results 
and  the  resumption  of  dis- 
cussions between  the  two 
sides  in  an  effort  to  resolve 
their  legal  battle.  Mr  Arnault 
said  LVMH  had  “no  inten- 
tion of  taking  control"  of  the 
Italian  fashion  house. 

He  said  LVMH  was  “per- 
fectly ready  to  sign  a stand- 
still and  to  commit  officially 
not  to  have  more  than  a lim- 
ited number  of  board  mem- 
bers". Nor  did  it  want  to 
interfere  with  management 
“other  than  by  submitting 
good  ideas  that  will  bring 
economies  of  scale  and  bene- 
fit every  shareholder". 

Asked  whether  he  would 
not  need  to  take  control  of 


Gucci  in  the  longer  term  to 
make  LVMH’s  Investment 
worthwhile,  he  indicated  the 
French  group  would  be  con- 
tent to  leave  its  holding 
unchanged  for  three-to-five 
years  - “and  then  we  see". 

“In  the  meantime  we  can 
get  acquainted  very  well 
with  them,"  he  said.  “We 
mn  increase  tbe  value  of  our 
investment  and  then  we  will 
see  what  happens.” 

Analysts  expect  Thurs- 
day's results  presentation  to 
show  the  group’s  net  profit 
down  about  30  per  cent;  due 
principally  to  its  relatively 
high  exposure  to  troubled 
Asian  markets.  But  they  also 
expect  the  company  to  be 
upbeat  about  prospects  of 
recovery  in  the  region  fol- 
lowing sales  figures  that 
appeared  to  signal  the  worst 
of  the  Asian  crisis  might  be 
over. 

In  a move  towards  greater 
disclosure  that  many  will 
attribute  to  the  battle  With 
Gucci,  figures  for  the  Louis 
Vuitton  leather  goods  busi- 


ness will  for  the  first  time  be 
split  out  and  not  subsumed 
fn  the  so-called  fashion  and 
leather  goods  division. 

While  confirming.  Vuit- 
ton’s  status  as-  LVMH?s 
undisputed  crown  jewel,  this 
decision  will  probably  .be 
less  nattering  for  the  rest  of 
the  unit.  . 

Stripping  out  Vuitton’s 
1997  ebit  of  FFr4.21bn 
{€642xn,  5702.6m)  lie  rest  Of 
LVMH’s  fashion  and  leather 
goods  portfolio  appears  to 
have  contributed  little  to  the 
unit’s  FFr4.3 lbn  operating 
profit 

The  LVMH  camp  has  iden- 
tified more  than  FFr400m  trf 
possible  annual  synergies 
between  Vuitton  and  GuccL 

Mr  Arnault  said;  “What  we 
can  bring  is  a lot  of  economy 
in  the  cost  of  buying  things. ” 

He  was  upbeat  about  pros-, 
pects  for  a settlement,  say-r 
ing;  “I  think  if  [Gucci]  is  sin-  - 
cere  in  saying  that  they  have 
no  other  objective  but  to 
stay  independent,  we  should 
find  an  agreement" 


Conditions  ease  for 
Brazil’s  borrowers 


I By  John  Barbara  in  Sao  Paulo 


Brazilian  corporate  bor- 
rowers are  beginning  to  feel 
the  end  of  a long  winter, 
which  began  last  August 
with  the  Russian  default  and 
reached  its  nadir  two 
months  ago  when  the  Real 
crashed  by  40  per  cent. 

Banks  and  companies 
have  been  shut  out  of  capital 
markets  for  over  six  months 
but  say  trade  finance  lines 
are  returning  slowly  but 
steadily,  even  if  access  to 
international  loans  and  bond 
markets  remains  limited. 

Luis  Mauricio  Jsrdim.  a 
director  at  Unibanco.  Bra- 
zirs  third  biggest  bank,  said: 
“ti.’e  are  noticing  an  increase 
in  :hs  number  of  [trade] 
lines  offered  to  banks.  Terms 
anti  volumes  are  improving 
and  there  are  some  reduc- 
tions in  interest  rates, 
although  it  is  very  eariy  to 
talk  about  numbers." 

Fernando  Gomes,  head  of 
the  central  bank's  foreign 
capital  department,  said  he 
first  began  noticing  an 
increase  in  requests  by  com- 
panies for  authorisation  to 
issue  bonds  three  weeks  ago. 
Brazilian  companies  need 
central  bank  authorisation 
to  sell  bonds  or  raise  loans 
overseas.  However,  he  said 
“the  values  are  still  small". 


Inability  to  access  interna- 
tional capital  markets  is 
hurting  Brazilian  borrowers, 
which  are  facing  stiff  amorti- 
sation schedules.  They  had 
to  make  SI  35 bn  in  service 
payments  last  month  and 
must  pay  a further  S333bn 
in  principal  and  interest  on 
medium  and  long-term  loans 
in  March  and  April. 

All  but  a few  companies 
have  had  to  pay  these  loans 
down  or  refinance  them  at 
scorching!  y high  rates  on 
local  short-term  capital  mar- 
kets. The  benchmark  inter- 
est rate  now  stands  at  45  per 
cent.  Fortunately,  repay- 
ment schedules  ease  consid- 
erably after  June. 

Mr  Jardim  said  markets 
for  corporate  and  bank  loans 
remain  closed  but  spreads  on 
Brazilian  bonds  in  secondary 
markets  have  narrowed.  He 
said:  “You  are  starting  to  see 
some  scarcity.  You  are  get- 
ting some  private  banks  and 
investors  trying  to  buy. 
When  this  happens  and 
interest  rates  fail,  you  get 
room  for  new  issues.”  . 

Private  borrowers  are 
waiting  for  the  government 
to  issue  an  international 
bond  that  would  act  as  a ref- 
erence point  enabling  inter- 
national banks  to  resume 
lending  to  Brazilian  compa- 
nies and  banks. 


Mol  chief 
in  growth 
pledge 

By  (tester  Eddy  In  Budapest 


Hungarian  oil  and  gas 
company  Mol  intends  to 
become  the  strongest  energy 
pteyer  in  the  eastern  Euro-, 
pean  region,  Janos  Csak.  the 
newly  appointed  chairman 
pledged  last  Friday.  .1 

While  concentrating  on  , 
the  traditional  core  oil  and. 
gas  sector.  Mol  will  also  tar-  •_ 
get  electricity  and  chemicals 
projects  in  both  domestic 
and  neighbouring  markets. 

“We  want  to  make  sure 
Mol  has  the  controlling  posi- 
tions in  the  value  chain. 
Anybody  who  comes  into  the  . . 
energy  sector  in  the  region 
will  first  have  to  think  of 
MoL  even  if  they  have  deep 
pockets,”  Mr  Csak  said: 

. Mol  has  exclusive  rights. to 
the  import  and  wholesale 
gas  market  in  Hungary ,~  and 
dominates  the  retail -petrol 
market,  with  370  out  of  900 
branded  stations.  It  is  also 
expanding  its  50-strong  ser- 
vice station  chain  .in 
Romania,  Slovakia,  Croatia 
and  Ukraine. 

Mol  had  up  to  four  years 
to  prepare  for  the  increased  ■ 
competition  In  the  liberal- 
ised markets  coming  with 
European  Union  member- 
ship.  Mr  Csak  said. 


Fctoss-bord 

ER  M&A  DEALS 

BIDDER/INVESTOR 

TARGET 

SECTOR 

VALUE 

< 

COMMENT 

Japan  Tobacco  (Japan) 

Unit  of  RJR  Nabisco  (US) 

Tobacco 

$8bn 

Shock  se*-of(  ■ ■ ■ • 

err  Group  (US) 

Nswcourt  Credit  (Canada) 

Financial  srves 

$4J»bn 

Stock  swap 

Fortrs  (Belgium) 

American  Bankers  Ins  (US) 

Insurance 

$2.6bn 

Seeking  synergies 

Recant  Energy  (US) 

UNA  (N 'lands) 

Power 

S2-4bn 

Trailblazer 

AhoM  (tf  tends) 

Pathmark  Stores  (US) 

Retailing 

tIJSfan 

Building  presence 

Philips  Electronics 
(N’lsnds) 

VLSI  Technology  (US) 

Semiconductors 

S777m 

Rare  aggression 

Albemarle  (US) 

Albright  & Wilson  (UK) 

Chemicals 

S865m 

Agreed  cash  offer 

BMC  Software  (US) 

New  Dimension  (Israel) 

Computer  srves 

$650m 

Tap-ber  gambtt .. 

rVG  (Germany) 

Asticus  (Sweden) 

Property 

5446m 

Pan-European 

Penautffe  (France) 

Setvtsair  (UK) 

Contract  srves 

SI  53m 

Trumps  Amey 

C 


European 

Investment 

Bank 


Notice  to  Noteholders 

EUROPEAN  INVESTMENT  BANK 
ITL  960,940,000,000 

5.25  percent.  EURO-Fnngible  Notes  due  15  April,  2004 

(thi1  “Nate  Iwuf"!  . " 

ISIN  XS0UKS8SK 
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tin- f eiro-  and  «nnrbiMb. «' “L«ndhiau“) efth*  Note  Issue. so  that  vithcffecc  from  13  ApriL  19W  * ^ iKWJaDceuWl 

CoorendoD 

1 -.arti  N'oie  of  ITL  3.UW4OT  rhall  he  deemed  to  be  converted  into  EURO  "jurevst- 

Inlarmt  Pkyment 

2 an  umnum  of  EURO  l064K»hall  be  paid  un  lo  April.  1 999  to  lbe  hoofer  in  respect  tiTench  Note  6TrTL54)00JXKV 

Cash  Settlement 

:!  in  nddiliiffi  u-  U»c  payment  of  inrer«wt.an  amount  of  Rl'ROia?  ehaD  be  mid  oa  IS  Aortl  lore.  ^ l.  .. . . . ' , 

Rcnommnlimlion 

4 the ■ nj-w denuDittaiiotiH  of  Hid  Nm.~  (the'Neu-  Nm«*“1  shall  be  EURO  4.  EURO  lu.OOn.  EURO  Km.Xiand  FCRn  IJUMU l' 

ami  Lhe  total  amauit  of  the  Note  1 wile  Khali  be  EU  RO  4SG.H4o.040:  "*VW  and  ELKO  1,000,000 

Business  Days 

5 ***' 10  f»0new  days  In  the ' CmJilmu  shall  be  deemed  u-  refer  tn  a day  on  o-hieh  the  Tran*  r— . 

Real-rune  Live*  setifemtm  E*ir«ia  Transfer  sjKtem  i ‘TARGET’)  b>  oj  VK  ™ irann-Eorupean  Anmmawd 

Consolidation 

*(  the  Note  L»ae dnQ  be  con-olidaied  irtth  note  b>»UA>  ' " 

*2S  per  rtTO.EURO-Fnr.3hlr  Nou~  due  15  April  3X14, . 

13 IV  DDwlUiTJifi.  XjnerafaXTf.  XSmtViTSKB  aal  XBOmUfHOT 

UaS.  m*'  '“’,1  ,U*rUlCr  m,h  lb,‘  Ult  "C— ’ Wa*^  -hien  Vhall  sLo  be  .IMri'. 

Nominal  aicoauc  of  Cotutdidatod  Issue 

7 the  nominal  arwoflt  of  the  Cmboli  lated  Lwc  sledl  be  ora  tiMUmiun  unuunt  of  EUPn  *1  m 4ui  -m 

* 

ISIN  number 

9 the  I.S1N  nur.^rfcrlhefunsnliiiaied  Is**.'  shall  be  XSflrtMfWiH-ai; 

Note  Depository 

10  to  the  extent  the  Notes  air  held  m Odd  ton*  or  Honpn  Guaranty  TW  Compear  of  New  York  r*. - . 

U*  Euroriw  System,  tbe  cmtvnon  depwiun-  shall  be  ftirib*.  Lusi-mbowJ^o  Ui^ 

B..r^  Clearing,  the  defemtaiy  ^ loll  be  Deutsche  feme  Clearing  * “*  Waes  **  ^ m 

Stock  Exchange  [ iai-j 

11  tin-  Cunedidated  L-eno:  shall  he  Ifeied  «1  Ute  Luxembourg  Stack  Exchange,  without  lire  India-  in  „ im  - 

swet  Eaetant»  « **  European  (immunity;  l”JudicL  10  “ Lfldn*‘"  '<«**■  man*  oilier 

Ckarer 

Copier  of  the  Conditions  ore  arailabk-  tar  inflection  >U  the  office  aT  the  Fimil  Agent  at 

Paribas  Luxembourg 
1%  Boulevard  Royal 
L-3B1  Luxembourg 
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-0I.L--M9.VE  T°  CUT  OUTPUT  UNDERPINS  rise 

Market  waits 
to  see  if  price 
rally  holds 


By  Robert  Cwzine 

Oil  companies  and  traders 
will  be  eagerly  awaiting  evi- 
dence this  week  as  to 
whether  the  latest  attempt 
by  the  world's  leading  petro- 
leum exporters  will  succeed 
in  pushing  prices  back  to  the 
S1&-S21  a barrel  range  in 
which  they  have  spent  much 
of  the  past  decade. 

Last  Friday  members  of 
the  Organisation  of  Petro- 
leum Exporting  Countries 
and  important  non-Opec  pro- 
ducers such  as  Mexico 
announced  that  they  would 
cut  production  by  more  than 
2m  barrels  a day  from  next 
month. 

The  cut  is  to  be  in  addition 
to  last  year's  output  reduc- 
tions. the  effectiveness  of 
which  have  been  under- 
mined by  patchy  Opec  com- 
pliance - only  77  per  cent  in 
February,  according  to  the 
International  Energy  Agency 
- weak  demand,  a mild  win- 
ter in  much  of  the  US  and 
Europe,  and  a surge  in  Iraqi 
exports  under  the  oil  for 
food  programme. 

The  widespread  expecta- 
tion that  Opec  would  be 
forced  to  act  again  underpin- 
ned the  recent  rally  in  oil 
futures  prices  and  oil  com- 
pany shares  over  the  past 
few  weeks. 

The  price  of  the  bellwether 
Brent  Blend  futures  contract 
in  London  rose  from  810.88  a 
barrel  two  weeks  ago  to 
close  at  $12.56  last  Friday 
but  even  with  the  latest  out- 
put agreement  oil  prices  are 
still  below  last  year’s 
depressed  average  of  about 
$13.30  for  Brent. 

Last  week  some  Opec  oil 
ministers  voiced  optimism 
that  prices  would  quickly 
rebound  as  the  cuts  ale  into 
tbe  global  crude  surplus  that 
was  one  of  the  main  causes 
of  last  year's  price  collapse. 
A few  even  predicted  that  oil 
prices  would  be  back  to  the 
high  teens  by  year-end. 

The  likelihood  of  that  hap- 
pening depends  on  a number 
of  factors.  The  first,  as  with 
all  commodity  restraint 
agreements,  is  compliance. 
Opec  officials  insist  this  time 
will  be  different  but  much 
depends  on  which  countries 
cut  the  most 

In  the  market's  eyes  Saudi 


Arabia.  Kuwait  and  the 
United  Arab  Emirates  are 
the  most  credible,  but  Saudi 
Arabia,  the  world’s  biggest 
oil  producer  and  exporter,  is 
ever  wary  of  being  cast  in 
the  role  of  swing  producer,  a 
position  it  assumed  in  the 
crude  price  collapse  of  1986 
and  one  it  has  vowed  never 
to  take  on  again. 

Iraq  has  demanded  that 
Saudi  Arabia,  which  bas 
largely  made  up  for  lost 
Iraqi  output  since  the  inva- 
sion of  Kuwait,  shoulder  the 
bulk  of  the  cuts. 

The  parlous  state  of  many 
Opec  economies  and  tbe 
involvement  in  the  agree- 
ment of  many  heads  of  state 
suggests  compliance  might 
improve.  The  optimistic  case 
is  also  reinforced  by  tbe 
decline  this  year  of  high  cost 
non-Opec  output,  especially 
onshore  in  the  US.  and  a 
slowdown  in  new  develop- 
ments undertaken  by  private 
western  oil  companies. 

Analysts  say  another  posi- 
tive factor  is  that  Iraqi  pro- 
duction is  probably  at  or 
near  the  maximum  possible  1 
without  new  investment  i 

The  attitude  of  some  west-  ; 
era  oil  companies  also  seems  | 
to  have  changed.  Last  year, 
most  pushed  for  volume 
growth  to  offset  declining 
prices.  This  year,  the  empha- 
sis seems  to  be  on  margins. 
BP  Amoco,  which  in  recent 
years  has  boasted  of  its  abil- 
ity to  push  up  volumes,  last 
month  said  there  would  be 
no  volume  growth  this  year. 

A quick  rebound  in  oil 
prices  is  no  doubt  the  out- 
come that  worried  Opec 
finance  ministers  are  seek- 
ing. But  a rapid  rise  could 
encourage  cheating  by  coun- 
tries keen  to  boost  cash 
flows.  It  would  also  slow  or 
even  stop  the  erosion  of  non- 
Opec  output. 

Some  analysts  argue  that 
a rapid  price  rise  is  not  guar- 
anteed, even  if  the  latest 
agreement  erodes  tbe  sur- 
plus and  helps  bring  the 
global  oil  supply  equation 
back  into  balance,  as  it 
would  do  at  a time  of  con- 
tinuing uncertainty  about 
the  global  economy,  the  ulti- 
mate source  of  oil  demand. 
And,  as  Opec  oil  officials 
know  only  too  well,  balanced 
markets  do  not  rise. 


AT&T  may  shift 
to  multiple  suppliers 


By  Scott  Morrison  in  Toronto 

The  recent  announcement 
that  AT&T  was  evaluating 
new  technology  developed 
by  Nortel  Networks,  the 
Canadian  communications 
networking  company,  sig- 
nalled that  the  US  carrier 
was  looking  for  alternate 
equipment  suppliers. 

AT&T  had  long  depended 
on  Lucent,  the  company  it 
spun  off  in  1996,  to  meet  its 
core  equipment  require- 
ments but  analysts  said 
AT&T  appeared  ready  to 
adopt  an  open  network 
architecture,  which  would 
enable  it  to  purchase  equip- 
ment for  any  n’lmber  of  sup- 
pliers, joining  an  industry 
trend  that  is  reshaping  rela- 
tionships between  manufac- 
turers and  carriers. 

While  it  is  more  difficult  to 
manage  multiple  supplier 
networks,  carriers  have  been 
increasingly  wilting  to  make 
that  concession  in  order  to 


ensure  they  can  purchase 
the  most  appropriate  tech- 
nology at  the  best  price. 

Analysts  expect  the  trend 
to  multiple  vendor  relation- 
ships to  accelerate  as  the 
industry  adopts  new  technol- 
ogy to  respond  to  the  big 
increase  in  data  traffic. 

Large  incumbents  such  as 
AT&T  and  the  Baby  Bells 
are  moving  quickly  to  build 
"converged"  networks  capa- 
ble of  carrying  voice,  data 
and  video  in  order  to  com- 
pete with  alternate  carriers 
that  have  recently  built  their 
own  cutting  edge  networks. 

The  new  technology 
required  by  Incumbent  carri- 
ers has  given  equipment 
makers  such  as  Nortel  new 
opportunities  to  establish 
relationships  that  had 
eluded  them  in  the  past 

First  to  market  with  new 
technology,  as  wall  as  perfor- 
mance and  price,  win  deter- 
mine who  wins  supply  con- 
tracts. 


Croatian  telecoms 
sell-off  to  begin 


By  Kevin  Done, 

Fad  Europe  Correspondent  ^ 

Croatia  is  aiming  to 
complete  the  first  part  of  the 
privatisation  of  its  telecom- 
munication** utility  during 
the  third  quarter  this  year  in 
the  flagship  deal  of  the 
belated  programme  to  sell 
key  state  assets. 

The  government  has 
appointed  Dresdner  Klein- 
wort  Benson,  the  investment 
banking  division  of  Dresdner 
Bank  of  Germany,  as  the 
lead  adviser  for  the  deal 
which  is  expected  to  value 
Croatia  Telecom  tnT)  at 
more  than  S2-5bfl- 

In  the  first  stage  the  gov- 
ernment is.  seeking  to  sell  a 

minority  stake  of  25  per  rent 

in  HT  to  a strategic  invest™- 
This  is  expected  to  he  fol- 
lowed by  an  initial  public 
offering  to  international  and 
domestic  investors  in  2000. 

The  sale  is  a crucial  ele- 


ment in  the  government's 
strategy  to  Increase  tbe  flow 

of  privatisation  revenues  to 

help  balance  the  state  bud- 
get this  year.  Late  last 
month  it  raised  €300m 
($328m)  in  its  debut  euro- 
denominated  international 
bond  issue. 

Croatia  is  also  seeking  to 
sell  substantial  stakes  in 
three  state-owned  banks 
later  this  year.  It  has 
appointed  ABN  Amro,  the 
Dutch  bank,  as  the  adviser 
for  the  privatisation  of  Pri- 
vredna  Banka,  the  second 
largest  Croatian  bank,  while 

Daiwa  Europe  will  advise  on 
the  sale  of  Splitska  Banka 
with  HSBC  and  Deloitte  & 
Touche  working  on  the  dis- 
posal of  Rijecka  Banka- 

The  government  has  also 
announced  its  intention  to 
privatise  INA,  the  state- 
owned  oil  and  gas  group, 
although  the  timing  of  this 
sell-off  is  still  unclear. 


Victoria 
moves  on 
with  power 
disposals 

By  Gwen  Robinson  in  Sydney 

Australia's  Victoria  state 
bas  announced  sales  of  its 
remaining  natural  gas  utili- 
ties worth  nearly  A$5bn 
($3.18bn>  as  pari  of  its  priva- 
tisation programme. 

On  Sunday,  it  said  it 
would  sell  Stratus  Networks 
and  Energy  21.  tbe  third  and 
final  component  or  its  natu- 
ral gas  distribution  network, 
for  AS  1-67 bn  to  an  Austra- 
lian consortium  led  by  Boral 
Energy  and  Envestra. 

On  Saturday,  it  said  it 
would  seD  Multiset  Gas/Ikon 
Energy  for  ASl.CTbn  to  a 
consortium  led  by  United 
Inc,  a US-based  energy  com- 
pany. and  AMP,  Australia's 
largest  Insurance  and  finan- 
cial services  group. 

In  January,  the  state  gov- 
ernment sold  Westar/Kinetik 
Energy  for  A$i.62bn  to  US- 
based  Texas  Utilities  Co. 

Sunday's  sale  brings  to 
$28.1  bn  the  proceeds  from 
Victoria's  energy  privatisa- 
tion programme  since  it 
launched  electricity  reforms 
in  1995. 

Alan  Stockdale,  state  trea- 
surer. said  the  state's  last 
remaining  electricity  gener- 
ating assets.  Ecogen  gas- 
fired  electricity  stations  at 
Newport  and  Jeeralang, 
would  be  sold  by  the  end  of 
March.  The  sale  of  the 
remaining  gas  asset.  Trans- 
mission Pipelines  Australia, 
would  probably  be  com- 
pleted in  late  April.  1 
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SYNDICATED  LOANS  THE  OLIVETTI  AND  TELECOM  ITALIA  BATTLE  IS  PROVING  TO  BE  A TEST  FOR  BANKERS 

Jumbo  transactions  come  of  age 


By  Vincent  Botand 

For  a brief  moment  last 
week  during  the  hectic  take- 
over battle  between  Olivetti 
and  Telecom  Italia,  it  looked 
like  tbe  world  was  about  to 
run  out  of  euros.  Plans  by 
both  companies  to  raise 
jumbo  syndicated  loans  - 
one  to  pursue  the  hostile  bid, 
the  other  to  help  see  it  off  - 
were  set  to  provide  an  early 
test  of  how  deep  tbe  euro- 
den  ominated  capital  markets 
really  were. 

They  are,  in  fact,  very 
deep  indeed,  regardless  of 
tbe  scepticism  surrounding 
Olivetti's  chances  of  secur- 
ing Telecom  Italia.  And  they 
need  to  be,  given  the  scale  of 
the  financing  being  sought 
by  both  companies. 

Olivetti  is  seeking  to  raise 
€22.5bn  ($24.4bn)  while  Tele- 
com Italia  wants  CLObn  (ini- 
tial speculation  that  it  might 
want  C20bn  was  considera- 
bly wide  of  the  mark). 

If  Olivetti’s  bid  foils,  it  will 
be  because  investors  are  not 
convinced  the  new  company 
will  work,  not  because  there 
is  insufficient  capital  to 
finance  its  creation. 

Bankers  agree,  however, 
that  whatever  the  outcome, 
the  role  of  the  syndicated 
loan  market  for  jumbo  trans- 
actions has  been  trans- 
formed. Some  predict  that  it 
will  oust  the  international 
bond  market  as  the  primary 
source  of  funding  for  large 
merger  and  acquisition  fin- 
ancing as  European  corpo- 
rate restructuring  gathers 
pace  after  the  arrival  of  the 
euro. 


Apart  from  the  Olivetti 
and  Telecom  Italia  loans, 
easily  tbe  largest  to  date  in 
euros,  the  market  is  absorb- 
ing a $10bn  to  Sl4bn  facility 
for  Vodafone,  the  UK  tele 
communications  group, 
which  is  taking  over  Air- 
Touch  of  the  US.  Price  talk 
in  the  market  for  that  jumbo 
loan  is  for  a margin  of  65  to 
75  basis  points  over  Libor. 

‘The  key  question 
for  banks  is 
whether  they  are 
comfortable  with 
the  credit’ 


Meanwhile,  bankers  are 
expecting  the 

German  telecoms  group,  to 
tap  the  market  for  up  to 
DMl5bn  (€7.7bn,  *8Jbn)  to 
allow  it  to  acquire  Omnltel 
and  Infostrada  from  Olivetti 
if  the  latter  succeeds  in  win- 
ning Telecom  Italia. 

“The  syndicated  loan  mar- 
ket bas  now  been  recognised 
as  tbe  wi«in  source  of  financ- 
ing corporate  acquisitions. 
That  is  a very  interesting 
shift."  says  a senior  syndi- 
cate banker  at  a London- 
based  lender.  "1  see  ft 
playing  that  role  on  an 
ongoing  basis." 

The  syndicated  loan  mar- 
ket certainly  seems  now  to 
meet  the  criteria  to  fulfil  the 
role  and  establish  a new 
niche  away  from  its  core 
activity  in  financing  infra- 


structure projects  and  corpo- 
rate transactions.  First, 
although  there  is  disagree- 
ment about  whether  the  loan 
route  is  cheaper  for  borrow- 
ers than  that  of  the  bond 
market,  bankers  say  it  is 
much  more  flexible,  allowing 
hanks  to  negotiate  with  each 
other  rather  than  pitch  to  a 
wide  range  of  investors. 

Second,  raising  financing 
in  the  syndicated  loan  mar- 
ket cements  the  relationship 
between  a client  and  its 
bankers.  In  the  case  of  Oli- 
vetti and  Telecom  Italia, 
bankers  say  a crucial  ele- 
ment in  their  success  in  tbe 
market  will  be  their  ability 
to  leverage  their  relation- 
ships with  the  international 
banks  on  whose  support 
they  are  counting. 

Telecom  Italia’s  canny 
move  into  tbe  syndicated 
loan  market  at  the  same 
time  as  Olivetti  has  caused 
some  banks  to  think  twice 
before  committing  to  either 
of  them,  in  order  to  assess 
their  relationships  with  both 
parties  to  the  takeover  bid. 

Given  the  plethora  of 
banking  advisers  to  both 
sides,  some  of  the  biggest 
banks  in  the  syndicated  loan 
market  are  "conflicted", 
according  to  market  observ- 
ers. This  is  tbe  case  even 
though  neither  Olivetti  nor 
Telecom  Italia  is  believed  to 
have  demanded  “exclusiv- 
ity" - whereby  a bank  com- 
mitting to  one  syndicate 
could  not  participate  in  the 
other. 

A third  reason  why  the 
syndicated  loan  market  has 
acquired  new  depth  is  the 
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arrival  in  tbe  sector  in 
recent  years  of  the  big  US 
Investment  banks. 

These  banks  not  only  pro- 
vide advice  on  mergers  and 
acquisitions  but  also  the 
means  of  financing  them. 
Bankers  say  Goldman  Sachs, 
Merrill  Lynch  and  Morgan 
Stanley  Dean  Witter  have 
become  as  important  as  com- 
mercial banks  in  the  loan 
market  - a good  example  of 
the  "one-stop  shopping" 
strategy  they  have  adopted 
in  recent  years. 

The  growing  Importance  of 
the  syndicated  loan  market 
has  valuable  lessons  for  bor- 
rowers too,  bankers  say. 
Apart  from  their  banking 
relationships,  their  credit 
history  will  be  key  to  their 
success  in  raising  capital. 
Olivetti  is  paying  225  basis 


points  over  Libor  for  its 
€22.5bn  loan,  widely  seen  as 
expensive  for  the  borrower 
but  necessary  in  order  to 
ensure  a strong  syndicate. 

As  one  US  banker  noted: 
"The  key  question  for  banks 
is  whether  they  are  comfort- 
able with  the  credit.  It 
doesn't  matter  what  the  mar- 
gin is  if  you  don't  think  you 
wifl  be  repaid.” 

That  means  that  margins 
are  likely  to  continue  widen- 
ing from  levels  seen  in  the 
past  two  years,  when  they 
had  often  fallen  to  20  basis 
points  over  Libor. 

If  predictions  about  the 
scale  of  European  industrial 
restructuring  and  cross-bor- 
der acquisitions  are  borne 
out,  the  jumbo  syndicated 
loan  market  seems  the  most 
obvious  winner. 


Strong  improvement  in  results 


Ninnber  1 in  Europe  in  specialized 
distribution,  the  Croup  bas  leading 
poatiom  in  its  tour  divisions: 

• ie  Printemps,  Coahoma,  Redab  and 
Fiac  in  retail 

• Fmareim  credit  aid  financial  services 

• Rexel,  Pmult  Bois  & Mat^riaux  and 
Guilbert  in  business  to  business 

• CFAO  in  international  trade 

Determined  to  be  an  international  player, 
the  Group's  major  objective  is  to 
strengthen  both  tbe  growth  and  profitability 
of  each  one  of  its  subsidiaries. 

Pinault-Printemps-Redoute,  whose  role  is  to 
be  at  the  service  of  its  customers,  bas  three 


The  Supervisory  Board  of  Pinault-Printemps-Redoute,  chai- 
red by  Ambroise  Roux,  met  March  10,  1999  and  approved 
the  Group's  audited  parent  company  and  consolidated 
results  as  at  December  31,  1998,  as  presented  by  the 
Management  Board. 


Consolidated  figures 


Operating  income 

Net  income  before 
goodwill  amort. 
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• published  1997  net  income,  excluding  the  impact  of  non- 
recurring elements  resulting  from  the  sale  of  Prisunic.  After 
non-recurring  elements,  1997  net  income  was  € 434,9  m 
(FF  2,853  m). 

Sustained  organic  growth 

Sales  increased  by  21.5%.  On  a comparable  structure  and 
exchange  rate  basis,  1998  sales  rose  by  5.9%. 

This  organic  growth  is  due  to  an  increase  of: 

• + 6.6  % in  the  retail  division 

• + 4.7  % in  the  business  to  business  division 

• + 8.2  % in  the  international  trade  division 

Significant  international  expansion 

In  1998,  international  sales  grew  by  51.8%,  rising  to  44.2% 
of  Group  sales  (35.4%  in  1 997).  This  growth  reflects  the 
acquisition  of  Brylane  (the  fourth  largest  mail-order  compa- 
ny in  the  USA!  and  Guilbert  (European  leader  in  the  distri- 
bution of  office  supplies  and  furniture).  In  addition,  interna- 
tionalization of  the  Conforama  and  Fnac  activities  through 
the  opening  of  stores  in  Spain  and  Portugal,  and  further 
acquisitions  for  Rexel  aimed  at  strengthening  its  worldwide 
presence  (Australia  and  New  Zealand)  have  significantly 
boosted  the  share  of  international  sales. 

Further  increase  in  profitability 

Consolidated  operating  income  rose  by  39.1%,  amounting 
to  6 91 12  m IFF  5,977  m).  An  improvement  in  the  gross 
margin  and  strict  cost  management  have  enabled  an  increase 
in  the  operating  margin  in  all  divisions.  The  operating  mar- 
gin increased  by  0.7  point  to  5.5  %,  compared  with  4.8%  in 
1997, 

Net  financial  costs  were  e 63.3  m (FF  415  m),  compared 
with  € 24.7  m (FF  162  m)  In  1997,  This  reflects  the  major 
acquisitions  completed  during  the  year.  The  fall  in  interest 
rates  somewhat  offset  this  effect. 


The  share  in  earnings  from  equity  affiliates  amounted  to 
€ 1 26.7  m (FF  831  m).  The  contribution  from  the  Financial 
Services  division  rose  by  24.8  % against  1997  to  e IT 9.7  m 
(FF  785  m).  Average  outstanding  loans  and  new  loan  pro- 
duction for  the  division  increased  by  11,3%  and  13.3% 
respectively. 

Minority  interests  totaled  € 97.6  m (FF  640  ml  The  6 42 J m 
(FF  277  m)  increase  is  largely  due  to  minority  interests  in 
Guilbert  and  Brylane. 

Group  share  of  net  income  before  goodwill  amortization 
reached  e 565.9  m (FF  3,712  mj,  up  29.3%  compared  with 
1 997  recurring  income. 

Thus,  after  goodwill  amortization,  Group  share  of  net  income 
amounted  to  € 507.8  m (FF  3,331  m)  up  26.7%  compared 
with  1 997  recurring  net  income. 

Diluted  earnings  per  share  progressed  by  21.1  % as  a result 
of  the  dilution  from  the  1998  capital  increase  to  remunerate 
the  acquisition  of  Guilbert  shares. 

Financial  structure 

Cash  flow  increased  by  32.3%  to  € 795.9  m (FF  5,221  ml. 
Combined  with  the  improvement  in  working  capital,  it  largely 
covers  capital  expenditure  in  1998  which  totaled  e 346.4  m 
(FF  2,272  m),  up  37.9%.  Thus,  free  operating  cash  flow  gene- 
rated during  the  year  amounted  to  6 476.7  m (FF  3,1 27  m>. 

Net  financial  investments  amounted  to  € 808.7  m (FF  5,305  m). 

Net  debt  rose  from  6 2,113.8  m(FF  13,866  m)  toe  3,081.9  m 
(FF  20,21 6 ml  and  the  debt  to  equity  ratio  rose  from  0.69  at 
year  end  1 997  to  0.83. 

Dividend  up  21.1  % 

In  1 998,  parent  company  earnings  reached  FF  873  m against 
FF  630  m in  1 997.  Net  income  totaled  FF  1,555  m. 

At  the  Annual  General  Meeting  on  27  May  1999,  the 
Supervisory  Board  will  recommend  the  distribution  of  a divi- 
dend of  9.45  francs  (1.44  euros)  per  share,  combined  with  a 
tax  credit  of  50%  for  individual  shareholders.  Subject  to  approval 
from  the  AGM,  this  dividend  will  be  paid  on  July  1, 1999. 

Outlook  1999 

Since  the  beginning  of  the  year,  the  favorable  4th  quarter 
trends  in  the  retail  division  have  continued.  In  the  business 
to  business  division,  the  trend  remains  positive.  At  end 
February,  including  the  integration  of  Brylane,  Group  reve- 
nues were  up  11.3  %. 

In  1999,  the  Group  will  pursue  a sustained  development 
programme  by  organic  growth  (in  particular  with  the  ope- 
ning of  100,000  sqm  or  + 1 2 % of  new  sales  area)  and  by 
acquisitions. 

Rexel  acquired  five  companies  in  February  1999,  generating 
combined  annualised  revenues  of  85.4  M€  (560  MF),  there- 
by strengthening  its  positions  in  Europe  and  in  connectors 
and  industrial  automates. 

An  agreement  has  been  signed  with  the  independent  directors 
of  Brylane  permitting  the  purchase  of  the  outstanding  shares  at 
a price  of  S 24  J,  for  a maximum  amount  of  $211  million. 
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Dow  Corning  may  be 
near  deal  on  implants 
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Greeks  try  their  luck  with  shares 
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By  Andrew  EdgecTiffe-Joti  ns  on 

Dow  Coming  will  today  take 
an  important  step  towards 
the  final  resolution  of  its 
long-running  legal  battles 
against  women  with  breast 
implant  claims. 

The  company  will  post 

details  of  its  proposed  $3.2bu 
settlement  to  176.000  women, 
in  what  it  hopes  will  be  the 
penultimate  milestone  on  its 
road  back  from  Chapter  11 
bankruptcy  protection. 

The  recipients.  136.000  of 
whom  are  in  the  (JS.  will  be 
sent  ballot  slips  and  will 
have  60  days  to  vote  on  the 
proposal. 

On  June  28,  a confirmation 
bearing  is  expected  to  begin 
before  the  Bankruptcy 
Court.  If  successful,  this 
could  allow  Dow  Coming  to 
emerge  from  Chapter  11  in 


July,  after  four  years,  and  to 
resume  payments  of  divi- 
dends to  its  two  share- 
holders. 

Dow  Coming,  a joint  ven- 
ture owned  equally  by  Dow 
Chemical  and  Corning  of  the 
US.  still  denies  that  the  sili- 
cone gel  implants  it  manu- 
factured until  1892  can  cause 
suffering  or  illness.  How- 
ever. last  November  it 
reached  agreement  with,  a 
tort  claimants  committee  to 
settle  the  dispute. 

The  committee,  which  is 
made  up  of  attorneys  repre- 
senting the  claimants  and 
lawyers  with  experience  of 
other  medical  devices 
claims.  supports  the 
so-called  "amended  joint 
plan  of  reorganisation",  hut 
some  hurdles  remain. 

Daw  Coming's  commercial 
creditors,  who  are  owed  $lbn 


and  are  arguing  over  a fur- 
ther $300m  in  interest  pay- 
ments, have  asked  their  con- 
stituents to  vote  against  the 
proposal. 

The  creditors  make  up  a 
class,  and  all  classes  must 
normally  accept  the  proposal 
for  it  to  go  through. 

Dow  Corning  said,  how- 
ever. that  District  Judp 
Arthur  Spector,  who  will 
hear  the  case  In  Michigan  in 
June,  has  some  discretion 
over  whether  to  take  the 
creditors’  objections  into 
consideration. 

The  company  is  also  estab- 
lishing a call  centre  In  New 
York,  which  will  be  staffed 
by  more  than  500  people  able 
to  provide  information  for 
claimants  16  hours  a day,  six 
days  a week. 

The  potential  payments 
range  from  $2,000  to  $250,000. 


Group  prepares  to  emerge 
from  traumatic  five  years 

The  silicone  products  venture  is  refocusing  on  core  businesses  as 
it  begins  to  move  out  of  bankruptcy  protection,  writes  David  Pilling 


The  past  five  years  have 
been  traumatic  at  Dow 
Corning.  Not  only  has 
the  Midland.  Michigan, 
maker  of  silicone- based  prod- 
ucts been  in  Chapter  11 
bankruptcy  protection  since 
May  1995.  but  its  very  name 
has  come  to  be  associated 
with  breast  Implants  and  the 
suffering  they  are  alleged  to 
have  • caused  millions  of 
women  worldwide. 

Today,  as  the  company 
begins  the  lengthy  process  of 
extricating  itself  from  bank- 
ruptcy protection.  It  Is  seek- 
ing to  refocus  attention  on 
the  non-implant  side  of  its 
business.  Even  at  the  height 
of  breast-implant  sales,  its 
production  of  silicone  prod- 
ucts for  the  automotive,  con- 
struction. electronics  and 
beauty  industries  made  up 
99  per  cent  of  revenue. 

The  company  stopped 
making  breast  implants  in 
1992  after  women  began 
complaining  of  illnesses  they 
said  were  due  to  leaking 
silicone. 

Dow  Coming,  a joint  ven- 
ture between  Dow  Chemical 
and  Coming,  a giassmaker. 
admits  that  silicone  implants 
rupture  in  up  to  5 per  cent  of 
cases  and  that  some  women 
experience  a hardening  of 
tissue  around  the  implant. 
But  it  has  argued  that  these 
conditions  are  not  life-threat- 
ening and  that  no  link  has 
been  established  with  other, 
more  serious,  disorders. 

Today.  Dow  will  send  out 
176,000  letters  to  women 
worldwide  who  have  made 
breast  implant  claims 
against  the  company. 
Women  will  be  offered  pay- 
ments ranging  from  Sl’.OOO  to 
$250,000  for  the  most  serious 


conditions.  The  total  bill  will 
be  S3.2bn.  of  which  Dow 
Corning  will  meet  S500m 
from  cash  reserves  and 
about  Slbn  from  insurance. 
The  company  will  set  aside  a 
further  Si.Sbn  for  creditors. 

If  enough  women  accept 
the  offer,  the  company 
should  be  able  to  emerge 
from  Chapter  II  this  year. 

‘We  are  bringing 
finality  to  the  issue, 
which  gives  us  the 
opportunity  to  focus 
totally  on  the 
business.  When  we 
come  out  of  Chapter 
11  no  one  can  ever 
come  after  us  for  the 
same  type  of  claims’ 


“We  are  bringing  finality 
to  the  issue,  which  gives  us 
the  opportunity  to  focus 
totally  on  the  business." 
says  Jere  Marciniak,  Euro- 
pean area  president  at  Dow 
Coming. 

"When  we  come  out  of 
Chapter  II  no  one  can  ever 
come  after  us  for  the  same 
type  of  claims." 

But  neither  has  the  com- 
pany's core  silicone  business 
been  immune  from  difficul- 
ties. A high  dollar  and  fall- 
ing demand  in  Asia,  and  sub- 
sequently the  rest  of  the 
world,  made  1998  what  John 
Churchfield,  chief  financial 
officer,  called  a “challeng- 
ing" year. 

Profits  fell  13  per  cent  to 
$2Q6.7m  on  sales  down  3 per 


cent  to  $2.57bn.  Mr  Church- 
field  said  he  did  not  expect 
to  see  any  “strengthening  of 
our  short-term  growth 
prospects". 

The  company  also 
announced  a fourth-quarter 
restructuring  charge  or 
$28.  lm  to  undertake  plant 
closures  in  Europe,  the 
Americas  and  Asia  and  a 
corporate  reorganisation 
around  product  segments 
rather  than  geographical 
area. 

Along  with  what  Mr  Mar- 
ciniak calls  “consolidation  of 
our  global  supply  chain”, 
Dow  Corning  has  invested 
heavily  in  SAP  software  in 
an  effort  to  raise  efficiency 
and  declining  margins.  He 
believes  the  $100m  invest- 
ment should  start  paying  for 
itself  by  mid-year. 

Mr  Marciniak,  who  is 
being  transferred  from 
Europe  to  head  one  of  the 
product  divisions,  puts  a 
brave  face  on  the  past  few 
years. 

The  company  has  not  lost 
any  of  its  big  customers,  nor 
has  it  seen  staff  turnover 
accelerate,  he  says. 

The  experience,  he  argues, 
has  underlined  the  impor- 
tance of  putting  the  cus- 
tomer first. 

By  the  company's  own 
admission,  however,  it  will 
not  be  easy  to  remove  the 
taint  of  the  breast-implant 
saga. 

Richard  Hazleton,  chair- 
man and  chief  executive  of 
Dow  Corning,  said  in  a 
recent  speech  that  the  com- 
pany had  apparently  got 
stuck  with  a new  name: 
“Daw  Corning,  hyphen.  Once 
the  World's  Largest  Maker  of 
Silicone  Breast  Implants." 
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By  Kerin  Hope  in  Athens 

Popular  capitalism  has  at 
last  arrived  in  Greece.  A 
sharp  fall  in  interest  rates  on 
government  bonds  has  sent 
investors  to  the  stock  mar- 
ket in  droves  and  pushed 
share  prices  to  record 
heights. 

On  Friday  the  Athens  gen- 
eral index  hit  a new  high  of 
3,537.9,  marlring  a 29_2  per 
cent  gain  this  year  in 
drachma  terms.  Investors 
piled  into  bank  stocks  amid 
reports  that  bidding  would 
be  aggressive  in  the  privati- 
sation sale  later  this  month 
of  a majority  stake  in  Ionian 
Bank.  Greece’s  fourtb-largest 
banking  group. 

“This  rally  is  retail- 
driven,"  said  George  Boy- 
atzis,  analyst  at  Omega 
Securities.  “The  market 
seems  over-priced  to  foreign 
institutions,  but  domestic 
Investors  who  trade  small 
amounts  are  seeing  big 
returns.1' 

Brokers  estimate  that  the 
number  of  share-owners  in 
Greece  has  doubled  over  the 
past  six  months  to  about  lm 
- almost  ID  per  cent  of  the 
population  - and  is  steadily 
rising.  Television  advertising 
aimed  at  small  savers  helped 
boost  demand  for  shares  in 
companies  being  partly  pri- 
vatised. 

Public  offerings  by  Ote. 
the  state  telecoms  company. 
Hellenic  Petroleum,  the  state 


oil  refining  company,  and 
National  Bank  of  Greece,  the 
country’s  biggest  banking 
group,  all  attracted  new 
investors. 

However,  the  rash  into 
equities  came  after  interest 
rates  cm  Treasury  bills,  the 
most  popular  form  of  house- 
hold savings,  fell  below  10 
per  cent 

Greek  investors  had  grown 
accustomed  to  double-digit 
interest  rates  on  government 
paper  during  a decade  of 
high  inflation  but  rates  on 
the  12-month  Treasury  bill, 
the  benchmark  for  small 
savers,  have  declined 
steadily  as  inflation  has 
slowed.  Interest  rates  on 
savings  deposits  have  fol- 
lowed suit. 

With  inflation  projected  to 
fall  this  month  from  3.7  per 
cent  to  3.3  per  cent,  rates  on 
12-month  bills  have  shrunk 
to  9.2  per  cent  against  1022 
per  cent  in  January.  The 
supply  of  Treasury  bills  is 
also  diminishing  fast  as  the 
finance  ministry  tries  -to 
reduce  debt-financing  costs 
by  issuing  bonds  with  longer 
maturities. 

Increasing  confidence  that 
Greece  is  on  track  to  reduce 
inflation  below  2 per  cent 
this  year  and  qualify  to  join 
the  euro-zone  in  2001  under- 
pins the  market's  rise. 

“The  view  on  Greece  Is 
positive,  provided  that  infla- 
tion continues  to  come 
down."  said  Miranda  Xafa, 
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an  economics  analyst  at 
Salomon  Smith  Barney  in 
London. 

The  market  shrugged  off  a 
political  crisis  over  Greece’s 
involvement  in  the  capture 
of  Abdullah  Ocalan,  the 
Kurdish  guerrilla  leader, 
which  cost  three  cabinet 
ministers  their  jobs.  It 
helped  that  the  drachma 
stayed  firm  and  that  interna- 
tional investors  showed  little 
concern  about  the  govern- 
ment’s stability. 

"The  feeling  is  that  only  a 
big  international  eriris  could 
derail  Greece's  effort  to  join 
the  euro,"  said  Joanna 
Telioodi,  analyst  at  Midland 
Pantdalds  Securities.  “Ten- 
sions with  Turkey  have  been 
discounted." 

However.  Greece's  new 
investors  have  shunned  the 
blue-chip  industrials  popular 


with  international  institu- 
tions in  favour  of  banks  and 
gmaii  companies  that  have 
underperformed  the  market. 

The  banking  index  has 
jumped  35  per  cent  this  year 
in  anticipation  of  a fresh 
round  of  consolidation  in  the 
sector.  The  parallel  market 
for  small-capitalisation  com- 
panies has  risen  85  per  cent 

Small  investors  see  bank 
shares  as  a safe  bet,  espe- 
cially the  big  state-controlled 
institutions  that  dominate 
the  sector.  Most  banks 
showed  strong  profit  growth 
last  year,  although  In  many 
cases  gains  on  their  large 
portfolios  of  government 
bonds  outweighed  earnings 
from  banking  activities. 

National  Bank  of  Greece, 
the  favourite  among  new 
investors,  has'  outperformed 
the  indgg,  following  a four- 


for-one  share  split  and  the 
announcement  of  a DrlfiObn 
to  Dr200bn  <$606m-$674m> 
rights  issue,  which  would  be 
the  largest  to  date  in  Greece. 

Private  banks  are  also  ■ 
exploiting  investor  appetite 
for  banking  issues  to  raise 
large  sums  to  fund  expan- 
sion and  acquisitions. 

Piraeus  Bank,  a keen  con- 
tender to  acquire  Ionian., 
raised  Drl2Qbn  in  January  to 
strengthen  its  bidding  posi- 
tion and  plans  to  seek 
another  Drl20bn.  Xwsbank, 
a Piraeus  subsidiary,  is 
about  to  raise  Dr37bn 

EFG  Eurobank,  another 
bidder  for  Ionian,  has  timed 
Its  listing  on  the  stock  mar- 
ket tomorrow,  through  a 
merger  with  subsidiary 
Bank  of  Athens,  to  .take, 
advantage  of  excite  ment 
over  the  privatisation  deal. 
Its  offer  is  priced  at  almost 
four  times  book  value  In 
hopes  of  strong  demand. 

Ionian  itself  led  the  bank 
sector's  rise  last  week.  Its 
share  price  Improved  15.5 
per  as  the  March  26 
deadline  for  binding  offers 
for  a 51  per  cent  stake  held 
by  its  parent  group.  Com- 
mp trial  Bank,  came  closer.  - 

“The  Ionian  sale  will  be 
the  driving  factor  in  the 
market,"  Ms  Tetioudi  said. 
“Everyone’s  attention  will  be 
focused  on  the  deal  and  it’s 
important  for  the  govern- 
ment to  pull  off  a successful 
privatisation." 


Toy  tycoon  to  buy  Nissan  and  Renault  said 
Four  Seasons  Hotel  to  be  close  to  alliance 


By  Andrew  Edgedflfe-Jotmson 

Ty  Warner,  the  toy  tycoon 
who  created  Beanie  Babies, 
is  buying  the  Four  Seasons 
Hotel  in  New  York  for 
$275m. 

Mr  Warner,  whose  bean 
bag  stuffed  animals  created 
a craze  among  collectors,  is 
paying  almost  S750.000  per 
room  for  the  trophy  prop- 
erty. 

Greg  Rice,  president  of 
Solid  Rock  Advisors,  which 
acted  for  Mr  Warner  in  the 
purchase,  said  the  Four 
Seasons  would  be  his  first 
hotel  but  would  not  com- 
ment on  whether  Mr  Warner 
planned  to  make  further 
hotel  acquisitions. 

The  founder  of  Ty  Inc, 
who  has  a policy  of  not 
talking  to  the  press,  has 
earned  a reputation  for 
astute  marketing  by  deliber- 
ately “retiring”  models  to 
increase  their  rarity  value. 
The  toys,  which  initially  sell 
for  little  more  than  So,  can 
change  hands  for  several 
thousands  of  dollars. 

The  Illinois-based  group 
has  produced  more  than  200 
Beanie  Babies,  and  spawned 
magazines  featuring  the 
likes  of  Hope,  the  praying 
bear,  and  Goochy,  the  Ty- 
dye  jellyfish.  Ty  Inc,  a pri- 


vate company,  does  not 
release  details  of  its  sales  or 
profits. 

Mr  Warner  is  buying  New 
York's  tallest  hotel  from  a 
consortium  of  Hong  Kong 
based  investors,  led  by  Lai 
Sun  Hotels  InternationaL 

Barry  Ross  of  Robinson. 
Silverman.  Pearce.  Aronsohn 
& Berman,  the  law  firm  that 
represented  Lai  Sun,  said: 
“They  bought  at  a very 
opportune  time  and  the  mar- 
ket has  improved." 

He  added  that  Lai  Sun. 
which  also  co-owns  the  Ritz 
Carlton  in  Hong  Kong,  'Mew 
the  Asian  market  as  a better 
place  to  invest  right  now". 

The  consortium  paid 
S190m  in  1996  for  the  52- 
storey  hotel,  which  had  cost 
about  S500m  when  it  was 
built  at  the  start  of  the 
decade. 

At  the  time  of  construc- 
tion the  371-room  building, 
designed  by  the  Japanese 
architect  I M Pei,  was  the 
most  expensive  hotel  ever 
built,  based  on  the  cost  per 
room. 

Mr  Rice  said  the  hotel, 
which  is  managed  under  a 
long-term  contract  by  the 
Four  Seasons  group,  had  the 
highest  average  daily  room 
rate  of  any  in  New  York,  at 
more  than  $600. 


By  Alexandra  Harney  in  Tokyo 

Nissan  Motor  and  Renault, 
the  French  vehicle  maker, 
appeared  to  be  close  to 
agreeing  a straiegic  alliance, 
intending  a capital  tie-up.  as 
Yoskikazu  Hanawa,  Nissan 
president,  and  other  top  Nis- 
san officials  met  with  Ren- 
ault officials  in  Paris  over 
the  weekend,  according  to 
Japanese  newspaper  reports. 

Renault  has  made  an  offer 
to  invest  YSOObn  (S-L2bnj  in 
Nissan,  or  at  least  33.4  per 
cent  of  the  company,  the 
reports  said.  This  would  in 
effect  give  Renault  a control- 
ling stake  by  allowing  it  veto 
power  on  the  board  of  direc- 
tors. 

The  Nihon  Keizai  news- 
paper reported  that  the  two 
sides  were  negotiating  the 
possibility  that  Renault 
would  appoint  as  many  as 
three  executives  to  join 
Nissan's  board. 

They  are  expected  to  finish 
negotiations  by  the  end  of 
the  month.  One  investment 
banker  said  an  agreement 
could  be  reached  as  early  as 
this  week. 

Nissan  refused  to  com- 
ment on  the  negotiations, 
except  to  say:  “We  are  con- 
tinuing discussions  with  sev- 


eral companies.  Including 
Renault  However,  we  can- 
not make  any  comment  on 
the  progress  [of  negotia- 
tions], the  timing  of  an 
agreement  or  the  agreement 
itself  until  an  official 
announcement  is  made.” 

Nissan  said  Mr  Hanawa 
bad  left  the  country  on  busi- 
ness. His  departure  followed 
the  collapse  of  talks  with 
DaimlerChrysler  about  a 
capital  tie-up  last  week. 

If  a tie-up  is  agreed  with 
Renault  along  the  lines  of 
speculation  in  the  Japanese 
press,  it  would  be  the  largest 
investment  by  a foreign 
vehicle  manufacturer  in 
Japan  since  Ford  Motor  of 
the  US  raised  its  stake  in 
Mazda  from  25  to  33.4  per 
cent  in  1996.  It  would  help 
Nissan,  the  country's  second 
largest  vehicle  maker,  to 
eliminate  Y2,5Q0bn  In  net 
interest-bearing  liabilities 
and  return  It  to  profitability. 

An  alliance  with  Renault 
would  also  reassure  inves- 
tors and  Japanese  govern- 
ment officials.  Concern 
about  Nissan's  prospects  in 
the  wake  of  the  collapse  of 
talks  drove  its  share  price 
down  17  per  cent  last  week, 
from  Y4S6  to  Y401  at  the 
dose  of  trading  on  Friday. 


An  agreement  would  bring  is 
to  a close  months  of  negotia-  - 
Lions  between  Renault  and 
Nissan  about  strengthening 
co-operative  ties  that  began 
last  summer.  They,  are  said  . 
to  have  entered  official  talks 
in  January,  although  Nissan 
has  denied  it  had  received  a 
formal  offer  from  Renault 

Several  issues  will  need  to 
be  resolved.  Chief  among 
these  would  be  Nissan’s 
interest-bearing  liabilities,  as 
well  as  an  undisclosed 
amount  of  debt  within  its 
dealer  network.  The  size  of 
these  liabilities,  and  the 
reluctance  of  Nissan's  main 
lenders  to  renegotiate  the 
terras  . of  the  - debt,:  was 
believed  to  be  one  of  the  rea- 
sons Nissan  failed  to  reach  a 
deal  with  DaimlerChrysler. 

The  fate  of  Nissan's  loss- 
making  truck  and  engine 
unit,  Nissan  Diesel,  would 
also  have  to  be  decided.  Nis- 
san Diesel  brought  the  par- 
ent company  into  negotia- 
tions with  DaimlerChrysler,  ; 
which  withdrew  its  bid  1 
buy  a stake  in  either  Nissan 
or  Nissan  Diesel  last  week. 
Tsuyoshl  Mochimaru,  nt 
Dresdner  Kleinwort  Benson 
in  Tokyo,  said  solving  the 
problems  with  Nissan  Diesel 
was  Nissan's  first  priority. 
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March  15  - March  21 


NEW  YORK 


.By  Richard  Waters 


The  Dow  Jones  Industrial 
Average  may  have  pulled  up 
.just  short  of  the  10,000 
barrier  last  Friday:  but  If 
this  week's  economic  news 
confirms  the  picture  of  a 
domestic  economy  roaring 
ahead  with  no  imminent 
.danger  of  inflation  rising, 
the  DJIA  should  soon  break 
through  into  five  digits. 

Thursday's  release  of 
January  trade  figures  is 
expected  to  tel]  the  story 
eloquently.  The  recent  surge 
to  consumer  spending  can  be 
born  if.  as  expected,  the 
tradable  goods  sector  is 
exerting  such  an  increasing 
"drag  on  domestic  growth. 

Wall  Street  expects  a trade 
.deficit  of  $i5bn  for  January, 
up  from  $L3.8bn  in  December 
and  a big  moderating  force 
as  consumer  spending 
continues  to  grow  at  more 
than  5 per  cent  The  effect 
on  manufacturing  will  be 
apparent  on  Tuesday:  if 
industrial  capacity  use,  as 
expected,  was  80.3  per  cent 
in  February,  it  would  be  the 
lowest  for  seven  years. 
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The  consumer  price  index, 
due  Thursday,  is  expected  to 
show  a moderate  uJ  per  cent 
advance  to  February,  both 
the  headline  number  and 
excluding  food  and  energy. 
Completing  the  picture  will 
be  Tuesday’s  new  housing 
starts,  which  are  expected  to 
be  lower  than  the  previous 
reading,  but  still  strong. 


The  Bank  of  England  left 
interest  rates  unchanged 
this  month  for  the  first  time 
since  September  and  this 
week  the  markets  will  find 
out  whether  the  chancellor 
gets  the  blame. 

The  members  of  the 
monetary  policy  committee 
bad  a sight  of  Gordon 
Brown’s  Budget  before 
making  their  decision  and  it 
is  just  possible  that  the 
package's  modest  giveaway 
and  boost  to  consumer 
spending  might  have 
persuaded  them  to  leave 
rates  unchanged. 

The  recent  upturn  in  UK 
economic  data  has  started  to 
force  analysts  to  revise  their 
expectations  of  how  far 
interest  rates  will  fall.  Short 
sterling  futures,  the 
market's  vehicle  for 
speculating  on  interest  rate 
changes,  now  indicate  a floor 
of  about  5 per  cent. 

The  market  will  get  some 
further  clues  from  this 
week's  statistics  with  the 
new  series  of  average 
earnings,  released  on 
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Wednesday,  being  or 
particular  interest  The 
updated  numbers  indicated 
that  wage  pressures  are 
declining  and  the  consensus 
forecast  is  for  a further  drop 
to  4.3  per  cent. 

The  focus  on  results  will 
shift  to  industrial  stocks, 
such  as  Body  cote,  Laporte 
and  Smiths  Industries. 
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CREDIT  FIRST 
SUISSE  BOSTON 


After  cheering  the 
I resignation  of  German 
Finance  Minister  Oskar 
. Lafontaine.  investors  should 
be  ready  to  show  some  trust 
in  German  stocks  this  week. 
If  the  euphoria  sent  a signal, 
it  should  point  to  the  Dax 
index  of  30  blue  chips 
moving  towards  the  5.500 
mark.  On  Friday,  the  Dax 
rose  5-13  per  cent  to  5031.06. 
its  biggest  rise  this  year. 

Mr  Lafontaine's  departure 
is  sending  sighs  of  relief 
through  corporate  Germany, 
particularly  at  utility  and 
insurance  companies,  which 
were  hardest  bit  by  his  tax 
reforms,  and  this  positive 
sentiment  should  hold  up  for 
some  days,  analysts  say. 

There  were  hopes  that 
Chancellor  Gerhard 
Schrdder  and  Hans  Eichel. 
Mr  Lafontaine’s  successor, 
would  at  least  tinker  with 
the  tax  reform.  But  despite 
Mr  Schroder's  shattering 
these  hopes  on  Friday, 
utilities  and  insurance 
companies  gained  as  much 
as  1*1  per  cent. 
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A slew  of  large  German 
corporations  are  holding 
press  conferences  next  week 
to  explain  to  more  detail 
core  earnings  data  published 
earlier  to  the  month.  Among 
them  are  Deutsche  Bank  and 
the  “big  three”  German 
chemical  firms.  Hoechsf  and 
BMW  are  holding 
supervisory  board  meetings. 


Information  to  be  released 
this  week  by  the  Bank  of 
Japan  is  expected  to  clarify 
monetary  policy  and  add  to 
the  improved  sentiment  that 
last  week  helped  lift  the 
benchmark  Nikkei  225 
Average  by  4 per  cent. 

The  Bank  of  Japan  on 
Wednesday  will  release 
j minutes  from  the  February 
12  meeting,  where  it  decided 
to  cut  the  call  rate  from  0.25 
per  cent  to  a target  of  0.15 
per  rent  “or  lower” . The 
minutes  are  expected  to 
further  explain  the  BOJ's 
monetary  stance  and  outline 
possible  steps  for  additional 
easing. 

The  Bank  of  Japan  will 
also  release  its  balance  sheet 
from  the  first  10  days  of 
March.  The  balance  sheet 
shrank  at  the  end  of 
February,  and  economists 
expect  that  trend  to 
continue,  which  could 
disappoint  the  market. 

Money  supply  data  is  also 
expected.  Economists  are 
expecting  low  growth  year- 
on-vear  due  to  last  year's 
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spike.  Money  supply  grew 
last  year  as  Investors 
liquidated  investment  trusts 
after  the  collapse  of 
Yamaicbi  Trust,  the 
securities  company. 

Balance  of  payment  data 
will  also  be  released  but  this 
is  not  expected  to  have  much 
of  an  impact  on  market 
sentiment 
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MidCap 
stocks  to 
take  centre 
stage 
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Attention  this  week  moves 
to  the  MidCap  stocks  that 
represent  UK  industry  and 
away  from  the  multinational 
companies  that  dominate  the 
FTSE  100  index.  The  indus- 
trial sector  includes  con- 
struction companies  Tarmac 
and  Taylor  Woodrow,  and 
chemical  groups  such  as 
Laporte.  Charter  and  Smiths 
Industries  have  a chance  to 
provide  further  reassurance 
to  investors  that  had  feared 
the  global  economic  slow- 
down had  wreaked  havoc 
among  manufacturers.  From 
the  transport  sector  Euro- 
tunnel is  expected  to  pro- 
duce its  first  profit,  while  in 
retailing  Kingfisher  will 
mark  its  status  as  a pan-Eu- 
ropean retailer  with  a 
results  presentation  in  Paris. 


Pan-European  presence:  Sir  Geoffrey  Muicahy  of  Kingfisher 


TODAY 


• Eurotunnel  is  expected  to 
announce  its  first  profit, 
helped  by  strong  growth  in 
the  volume  of  traffic.  This 
has  been  helped  by  tbe 
recovery  from  tbe  fire  in  the 
Channel  tunnel,  strong 
demand  in  the  cross-Channel 
market  and  the  easing  of 
competition  as  the  P&O / 
Stena  merger  occured.  How- 
ever. Richard  Hannah  at  BT 
Alex  Brown,  who  expects  a 
final  pre-tax  result  of  £S0m 
f$97m)  - against  a loss  of 
£61 1m  - believes  the  shares 
are  overvalued  compared 
with  the  convertible  ele- 
ments of  the  debt. 


contain  no  nasty  shocks, 
despite  the  tough  trading 
conditions  of  the  fourth 
quarter.  Williams  de  Broe 
expects  the  company's  niche- 
oriented  business  profile  to 
produce  an  outlook  state- 
ment that  will  also  reassure 
investors.  The  broker 
believes  tbe  organic  chemi- 
cals side  has  enjoyed  strong 
growth,  and  expects  a static 
result  of  about  £133m  pre- 
tax. The  range  of  analysts' 
estimates  goes  from  £127m 
to  £133m.  There  has  been 
some  bid  speculation  linking 
the  company  with  Clariant, 
the  Swiss  group. 


have  seen  an  advance  in  its 
UK  heavy  materials  side, 
with  prices  and  volumes  on 
the  increase.  A consensus  of 
forecasts  from  First  Call,  tbe 
estimates  sendee,  suggests  a 
figure  of  £137jm  pre-tax.  a 
19  per  cent  rise  on  last  year. 


sions.  and  to  use  the  money 
to  buy  into  aerospace,  per- 
haps by  acquiring  Lucas 
Aerospace.  An  advance  of 
about  12  per  cent  to  £104m 
for  the  year  is  expected, 
driven  by  aerospace  growth. 


• Housing  and  property 
group  Taylor  Woodrow  is 
expected  to  throw  the  spot- 
light on  the  state  of  the  UK 
housing  market,  although 
recent  changes  to  the 
group's  structure  have 
reduced  its  dependency  on 
Construct  ion.  A rise  from 
£S2m  pre-tax  to  about  £99m 
for  the  year  is  expected. 


TUESDAY 


• Investors  will  be  inter- 
ested to  hear  how  Spirax- 
Sarco  is  benefiting  from  the 
restructuring  of  its  North 
American  side,  although  its 
exposure  to  Asia  will  be  a 
worry.  A consensus  of  ana- 
lysts’ forecasts  from  IBES, 
the  estimates  service,  sug- 
gests a full-year  pre-tax 
result  21  per  cent  down  at 

eaam. 


0 The  reassuring  trading 
update  from  speciality  chem- 
icals group  Laporte  should 
mean  the  final  figures  will 


• Charter  is  expected  to 
produce  a full-year  pre-tax 
figure  down  some  12  per  cent 
at  £83m  according  to  EBES. 
as  the  engineer  suffers  from 
the  collapse  of  currencies  to 
Asia  and  South  America, 
and  the  global  manufactur- 
ing slowdown.  Merrill  Lynch 
expects  there  to  be  margin 
pressure  within  the  welding 
side,  and  confirmation  of  the 
delay  to  reorganisation  bene- 
fits in  air  & gas  handling. 


• Penetration  levels 
achieved  by  Telewest  Com- 
munications will  be  a focus 
when  the  cable  television 
and  telephony  group 
announces  final  figures,  as 
wifi  be  its  debt  level.  VFil- 
liams  de  Bros  expects  a pre- 
tax loss  of  £315m.  similar  to 
last  year. 


• Final  figures  from  King- 
fisher will  be  announced  In 
Paris,  underlining  its  status 
as  a pan-European  retailer. 
The  January  trading  update 
should  mean  the  figures  con- 
tain no  shocks,  although  any 
comments  on  the  outlook  for 
UK  retailing  will  be  keenly 
examined  to  the  context  of  a 
slowing  in  the  economy.  BT 
Alex  Brown  forecasts  a pre- 
tax result  II  per  cent  ahead 
at  £559 ,2m. 


THURSDAY 


WEDNESDAY 


Tarmac  is  expected  to 


• Smiths  Industries  has 
been  long  expected  to  move 
towards  a disposal  of  its 
medical  and  industrial  divi- 


• National  Express  is  expec- 
ted to  display  strong  growth, 
which  may  justify  the  p/e 
ratio  premium  at  which  the 
shares  trade.  A consensus  of 
forecasts  from  IBES  shows 
that  analysts  expect  a 40  per 
cent  increase  in  full-year 
pre-tax  profits  to  £92m. 
There  may  be  comments  on 
the  latest  government  efforts 
in  the  Budget  to  encourage 
the  use  of  public  transport. 


NEW  INTERNATIONAL  BOND  ISSUES 
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CURRENCIES  & MONEY 


Eyes  on  rates  data 


POUND  SPOT  FORWARD  AGAINST  THE  POUND 
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After  last  week’s  excitement 
following  the  shock  resigna- 
tion of  Oskar  Lafontaine, 
Germany’s  finance  minster, 
markets  will  this  week 
return  to  the  more  mundane 
task  of  assessing  the  relative 
economic  performance  of  the 
large  economies. 

Peter  voo  MaydelJ,  senior 
currency  economist  at  Credit 
Suisse  first  Boston  in  Lon- 
don, said  Mr  Lafontaine  and 
the  state  of  German  politics 
was  likely  to  recede  into  the 
background.  “Yield  differen- 
tials between  the  US  and 
Europe  will  come  much 
more  into  focus,"  he  said. 

“In  particular  the  market 
will  be  watching  the  Ifo  sur- 
vey [of  business  confidence] 
on  Thursday  as  a leading 
indicator  of  growth  and 
euro-zone  interest  rates.” 

Minutes  from  the  Bank  of 
England,  data  from  the  US 
and  the  first  post-Lafontaine 
meeting  of  the  European 
Central  Bank  will  beep  ana- 
lysts busy. 

The  release  on  Wednesday 
of  the  Bank  of  England’s 
monetary  policy  committee 


minutes  for  its  March  meet- 
ing may  help  to  indicate  the 
path  of  future  UK  interest 
rate  movements.  They  may 
also  show  whether  the  MPC 
got  an  early  sight  of  the 

UK's  budget  and  whether 
this  influenced  the  decision 
to  hold  interest  rates. 

Few  analysts  think  the 
MPC's  counterparts  at  the 
ECB  will  take  the  first  avail- 
able opportunity  to  cut  inter- 
est rates  at  their  meeting  on 
Thursday,  especially  after 
last  week's  comments  by 
Wim  Duisenberg.  ECB  presi- 
dent, reiterating  that  mone- 
tary policy  is  on  hold  for  the 
moment 

Meanwhile,  the  state  of 
the  US  economy  will  become 
clearer  after  a raft  of  figures 
from  the  United  States  on 
Thursday  covering  indus- 
trial production,  trade  data 
and  the  US  consumer  price 
index. 

A soft  outturn  for  price 
inflation,  as  expected  by 
many  analysts,  could  prove 
supportive  for  bonds  and 
equities,  and  in  turn  this 
should  support  the  dollar. 
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Appointments  Announcements  in  the  FT. 

Announces  changes  in  senior  personnel  within  a company. 


For  more  information  on  advertising  opportunities 
please  call: 

Tel:  +44  171  S73  4015  Fax:  +44  171  873  4331 


MPT1CE.  Of  APPOINTMENT  Of  RgLACH^MNT  trustee 

PwerGen  (East  Midlands)  Investments 

(formerly  DR  tnverananci) 

£100,000,000  8.125  per  cent.  Bonds  due  2007 
NOTICE  tS  HEREBY  GIVEN  tfur  pursuant  to  dune  XI  of  a Tutsirnin uni 
Trust  Duod  rad.  on  *ih  ScpnrntKr  1996  (ft*  Supptomntol  Tnm  Oe«ft 
fawCen  (fasrMrifands)  limssamwo  ffcrmariy  OR  ffwesonom)  (Owfanurtof 
looraowwo  ELI  15  pur  com.  M<  due  3007  I the  Notni  umKutod  bv  die 


mm  *md  damt  Ui  Ju»  1997  (the  That  Deed)  has  jppotnatd  Cdcorp  Trustee 

M TrnrcM  at  (hoTruS 


Coraparr  Urniod  tdu  ReptoooBiontThntMl  to  w nTrunm  of  ihoTrust  Dead 
m pkice  of  Morpn  Giannrr  This  Compon)' of  Now  lark  (the  EirtatnsThmm). 
PunuuitmChuuXl  ottfm  Supplemental  Trust  Deed,  tho  ExtewTrustee  te 
Hooey  of  ns  whh  03  rears  m aceonfamn  wuh  O— — 25  of  cho  Trust 


mi  v«  dbeter+ed  asTnmoc  by  die  dsuor.  A cnrctie  of  dn  prnr  tfnan 
i ChiiM  2*{e)  of  the  Trust  Deed. 


fcsurr  TtewGeu  (East  Mkftands)  Imwnmiiti 
Citibank.  NA 

Phaaped  tome 


Oired  15th  Ptoreh.  1999 

emsm <G 


US$100,000,000 
Subordinated  Collared 
Boating  Race  Depositary 
Recedes  due 2003  issued  by 


The  Low  Debenture  Trust 
Cafnrooan  pfc  endendng 
enotfanera  to  payment  of  piindpol 
andmtetaton  depose  with  Banco 
tS  NopeH  Hang  Kang  Brunch 

[The  receipts  wUI  bear  Interest 

at6.l25%perannun  from 
15  March  1999  to  15 
[September  1999.  Interest 
payable  on  15  September 
1 999  win  amount  to 
I USS3IJI  per US$1,000, 

US$3 1 3.06  per  USS  1 0.000 
and  US$3,13056  per 
US$100.000  receipt 


Global  Agency  and  Trust  Services, 
Citibank.  NA.  London 
15  March  1999 
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European 
Investment  Bank 


ItaEanUraSOBfion 
Ftoatxig  Rate  Notes 
due  December  1999 

Notice  to  the  Holders 


Notes  is  hereby  given  that  the 
Notes  will  carry  an  nterest  rate 
of  28225%  par  annuii  for  the 
period  15.03.1999  to  15BB.1999. 

* m.  36,065 

per  fTL  5,000.000  nominal 

• m.  360.653 

per  m.  50.000.000  nominal 


Luxembourg,  March  15. 1999 


To  Advertise 
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Legal 

Notices 


Please  contact 
Melanie  Miles 


Tel: 

+44  171  873  3349 


Fax: 

+44  171  873  3064 
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European  Investment  Bank 
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ZTTtyi  prr  annum  mil,  an  «m*r— i asaaui  at 
Ln-  X.A3T.  |«r  LIT  A*WJHn  ml  LIT  .IT45BI 
i»rLrr«mu>ja 

Tlw  ntmat  wi+n-4  payna.ru  Jar*  md  h* 
Jaw  K,  1910. 
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pafiha-  innniv. 


European 
Investment  Bank 

ttaSan  Lira  300  K&on 
Capped  Floatmg  Rate 
Notes  due  1999 

Notice  to  the  Holders 


Notice  is  hereby  given  that  the 
Notes  will  carry  an  interest  rate 
of  3.5725%  per  annum  for  me 
period  15IG. 1999  to  15.06.1999. 

* m.  45,649 

per  fTL  5.000.000  nominal 

• m.  456,486 

per  fTL  50,000,000  nominal 


Luxembourg,  March  15, 1999 
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BANK  OF  BIGLANO  TREASURY  BILL  TBlIDffl 

Mar  12  Mar  5 Mr  12  Ur  5 


BBs  aa  oDtr  £200(3  £2tttn 
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InveatBC  Benk  (UK)  LU55Q 
Jrttori  Hodge  Bank  550 
•Leopold  Joseph  X Sore  550 
Lloyds  Bank  550 

MctandBank  550 

NatWartmlnsf  550 
•RwBrothara  550 
Floyal  Bk  cd  ScaOand  550 
Scottish  Widows  Bank  550 
r 650 


% 

Sntijwaemson  550 
Son  Bar*  550 

TSB  550 

UWecf  Sank  of  Kuwaft.  Sl50 
UWyTnjst  Bank  Pic  550 
WhKaeway  Laktew  550 
YariahkaBar*  550 


• Maltese*  London 
(nvBsanent  Bantang 


Mra  12 

too 

am 

CMsan 

« 

Met 

Bd 

YMd 

Day  tog 
to 

Wk  tog 

to 

Marti  »eer,_  ' 
togyra  togi 

— 

fate 

01/01 

8-750 

106  3837 

104 

-082 

-015 

*014 

.-ftffi 

08m 

X350 

1ZM515 

557 

-O.OZ 

-a  a 

*023 

.'-126-  - 

r 

Austria 

03)01 

5250 

1048500 

112 

-082 

-080 

*0.10 

-MS  . 

0186 

5800 

10X1000 

110 

*083 

*0.03 

*023 

-071 

teuton 

own 

5800 

1035800 

110 

*085 

-X06 

*072 

-W 

03AB 

1750 

958100 

427 

♦083 

*087 

*030 

— Xtt 

— 

Canada 

12160 

5800 

998000 

186 

-083 

-016 

*X17 

♦xii 

06)08 

6800 

K&3600 

SIB 

-006 

-0.15 

■*014' 

Denmrafc 

11/00 

11AB 

9800 

8000 

1087600 

1128000 

144 

4.48 

-082 

-086 

*082 

-085 

■*038 

-071' 

-oix  - 

Ated 

06)00 

04/09 

4800 

5800 

1012080 

1058460 

180 

426 

-08* 

-083 

-fl(T7 

+M1 

•004. 

+029 

-MB 

Ftoee 

07/00 

4800 

1012300 

382 

_ 

-085 

*083 

-MB  ' . 

MA* 

04/09 

7250 

4800 

1217400 

9X9400 

171 

4.W 

+081 

+X8J 

HUE 

*004 

*024 

*030 

-W._ 

-VS 

04/29 

5500 

107.1600 

583 

*083 

*084 

+881. 

-X48 

firaraaay 

054)1 

1000 

104.1100 

101 

_ 

-089 

+004 

’-X7X  - 

01/06 

01/09 

07)28 

fiiwn 

3750 

4.750 

1128200 

978100 

961000 

IB 

4.02 

180 

*082 

*082 

-085 

*082 

*021 

*023 

*079 

-X8«/ 

. ^6  = 

bran 

(Dfl)0 

01 AB 

0800 

6300 

1008963 

1028000 

9.15 

ISO 

-0.09 

-087 

-028 

-XIX 

-028 

-X» 

-142  ' 

rS3L 

Mend 

10(01 

oaxia 

8800 

6800 

10X1400 

1137200 

117 

420 

-882 

-082 

-086 

' *087 
*024 

..-142.- 
■MXt- :.  . 

9 

to> 

far 

07«n 

07/03 

05)09 

11/27 

4800 

4500 

4500 

8800 

1028000 

104.1000 

KEJ800 

119.4100 

aw 

147 

421 

118 

*084 

-086 

-085 

-085 

-087 

-089 

*083 

*087. 

*8.11. 

. *025 . 
*X31  - 

>HUS..._  . 
-121'  ' ‘ 

-4 IV  ■ • 

b*! 

to 

Japan 

12/00 

12/03 

06/06 

00/18 

6800 

4.100 

1800 

2300 

1118200 
1147180 
TDD  8710 
048066 

026 

083 

172 

284 

-082 

-004 

-08* 

-084 

*087 

+0.10 

♦0.14 

*0.10 

-031 

-040 

-027 

-020 

-Ml  ' ' - 

M2 
*xn 
*022  • 

to 

ft 

tos. 

tetortsoBs 

01/01 

07/09 

9800 

2790 

1103700 

9X6900 

387 

4.15 

-081 

-083 

-084 

+082 

*0.07 

*028 

-0« 

-056 

NaraZaMu 

02/01 

(7/09 

6800 

7800 

1052524 

10X3294 

104 

191 

-083 

-084 

-aos 

-0.12 

*002. 

♦027. 

:-2JS 

j031 

Attrwjy 

05)01 

05/09 

7800 

5500 

1042700 

104.1000 

489 

487 

-083 

-884 

-0.10 

HUB 

*087  . 
*033 

♦058 
-027’  - 

ftre 

FtttegM 

03)00 

06AM 

5375 

5375 

1023900 

10X7000 

284 

422 

-082 

-083 

*081 

-0.10 

+826 

-T041 

r08i 

to 

spat 

01  AH 
07(69 

5000 

1150 

1038100 

10X2600 

288 

450 

-4L02 

-4LQZ 

-OB7 

*082 

_ajD 

fO 55 

-189 

M2- 

teedan 

05/00 

05/08 

10350 

6800 

1078534 

1TS8240 

330 

438 

-085 

-0.10 

- 

*081 

*026- 

-T2B 

-060 

s£ 

Sedtaotoid 

am 

01)08 

4800 

43S0 

103.7000 

1163500 

1.43 

2.18 

*002 

*084 

-003 

*084 

-0.11 

-083 

-046 

UK 

11/01 

13TO 

12)09 

1278 

7800 

6800 

5.750 

6800 

10X1600 

107.6100 

11X1100 

1238300 

*88 

488 

486 

<55 

-081 
-O  01 
-081 
-002 

-085 

-082 

-081 

*027  - 
*054 
*020 
*027 

-179 
-157  . 

-159  - 
-153 

ta" 

as 

OtAJI 

02AM 

HAS 

oas 

4500 

4.750 

4.750 

5250 

990938 

968625 

968375 

958438 

581 

108 

118 

554 

-085 

HUB 

-085 

-082 

-015 

-018 

-0.17 

-087 

♦a  is 

+O.T7  . 
*0.15  - 
+089 

HL40- 

-055 

-W 

-035  . te  • 

Umjndatkrn 

fat  YOk  CtaMlp. 

Soura: 

' 

Hetae/FT  1 L slrtei  . V ■ 

cat  parens  pjr  rexntew 

ima  mou  hr  ks>r  BdHb  HWrirly  aria  ttfipa  " ' " 

i - 


LJJ. 


UK  GILTS  PRICES 


*%«  Aral 
mar  *+  m 


us 


c*r 


m%  «w 

MbE  *7-  On 


Shorts"  dim  alp  Ffca  Tttotol 
Tnaeftl  WsIWB — I008000M 

BA)2ftpc1BB9 1002017 

TOBS  UPjpC  1999 1089*50 

liras  fa  1B» 1004287 

CaMlOftpCira 1KL571* 


Xiuonustog  63  4945 
X090aSW26  175  126* 
1252  ttolBMrlB  1011  1288 
6850  FelOAalD  12  3635 
1.798Mr22Hi22  12.11  1242 


Tmhpcnn — i 

Qnrfaam 

nraaifaaoo 

TH  6842000 

TiraSflBBrtSDOi—  • 
Traas  IQpc  Z001 — — 
Cara  Stos  2001 
0m»ra2D01-_ i 

T«aifa2D01_ 

Esh1fa190B-2 — 4 

Oaw  Ifa  5002 4 

Tn»7pc200L 


Oaishpeans — -i 

1hraS%pea3a2 

Ertfa20K 4 

Goa  Ups2PQ3 4 

TiraifaaXB 

TrealfaXlD I2H5WDB 

Ties  T31ipc  2000-3 .4  1115*37 


IBX0M I 
ttnaon 
1103117 
1058023 
100.7619 
1092507 
1068067 
11Q6897 
1052087 
1008001 
1143402 
10648*6 
1115982 
1152062 
1U5772 
117.9602 
1122233 


109  jy2BJto%  251  - 

USB  Se3m  222  1244 
1171  JaHJjM  ll.f  129 
9800  Je7D*7  3X11  <H 
3800  80oJs«pJy  110  - 

4,«8Ao26F«  112  1290 
3 Jal2Jyl2  41  - 

35  FaiOAolO  (3  - 

12750  tfaltoe  2X10  3BJ1 
105  8S2JB22  1X1  - 

nOcilAoll  510  - 

9000  Ds7Je7  3X11  - 

2 DellJd*  112  - 

1527  F*27AhZ7  112  1349 
63  H|19  Mile  1X11  - 

11  H*7Hp7  29.10  - 

8600  J*  10  Del  0 1.12  2010 
Z506  M9SM  222  1737 
53  l!SJy25  111  - 


B«a  10>jpe  2005 — 4 1315918 
TnaUZftpc  200J-S_.  1318750 

Trass  a ijpe  2005 121.4628 

Core  Wtpc2006 — 4 1315E07 
Tress  7VpcZB6 11X40524 

Tirasfa  2002-6 106J202 

Tress  7 ftpc  2006 11750*1 

Trees  1 1 Vpc  2003-7 _4  1218292 

Irea8>ziic2007 125JB17 

InefPtfcZEJ ti786* 

Ite13*2PC  2004-8  jf  I38.7GE4 

Trraifa200a 1312251 

Trees  faOOQ 1Z7881Z 

TraasHmcZDOS 11X1105 

Trees  2010 1148750 


223  2300 
348  1334 


Cnor  fain  2011 1388667 

Tiara  fa  2012 1*28406 

Tiara  5hsc  aBS»-l2 107  BZ77M 

1taKfa70l3 134.1*7 

Tte  7(||to  3)12-15  12144* 


— 23*2050)  148  - 

XI  2J00  I6r21  N*71  12.11  1295 
at  1X373  JS7DS7  3X11  4M6 

— EHyl5Hr15  HI  - 

XI  4.000  1*8  SM 

— IDSt)  ApSOoS 
11,700  J»70e7  3X11  1148 

— 3.150  JJ22JI22  111  1233 

— 7897  iiejylB  II 1 1339 

anuro  Js7Db7  3x1  j 2Sm 

— 95SC261K6  218  - 

— 5821  <tol30cI3  2.10  13Q 

02  3,450  IKSSeS  168  13* 
ai  5887  Jb7Db7  3X11  - 

08  4 750  )MS  Hu  *632 
02  5773  jyi2JBl2 
U 5880  FoOAaB 
XI  1800 1*10  Seio 
XI  1100 1*27  S827  178  2229 
08  600  JjSJ^fi  Ml  1332 


tafes-Utod 

2>aAC'» Jt 

ZitX'Ol (7X3 

(7&8) 

4%C04 (135« 

faVB 

2<2flc  TS (7X8) 

2ftP4l1 J74S 

2,apcT3 (04 


2*300  16 (01.81 

Z'MK-33 (8XQ 

S'aieW (87  7) 

*‘*PC-30 (135.1) 


19X80* 

2OL0O7S 

2045200 

1310375 

7358500 

21X0450 

22X3275 

183.10* 

2141500 

2138250 

18X2900 

’655500 


a7  ztvznazttn  - 
XI  2.150 MMSOH  1X8+310 

03  1700  Mf20W»  11,11  IW 

04  IJOOKfflOcn  W40-1ZS 
08  2800  JalBJjnS  113  >314 
X7  28SI%3)ltoBM1.H  «M 
XS  S.100  FaZDWO  Til  1319 
18  4800  F016  Ao16  '•  82  13* 
1.1  4.1&  jOBjfit  isi  ran  - 

1.1  3800  ApK  0d6  7.M  1322 
18  4.450  JB17J717  -0.1  1323 
1.4  1JBSD  JdSJMZ  M.1  \W 


V 


Ty 


4.1  1245 

25.1  1701 
13  1330 


pmheara  show  Rft  bsM  tor  Madm  (la  9- 
retestH  onw  h“*°  bean  **“>*“1  ® ra*ael 

iZL".  ******  Conmton.ledor 
3^ 941  RPi  fa  June  1996: 1614  and  tar  Jmray  1B» 


Tt 


OrarRBseeTen 

Trees  fa  2015 13X0842 

Trass  84|  pc 2017 14X6356 


Be*  lfa  2013-17 ^ 1772S7 

TnaafaTOTI 1458423 

TtefaJOS—  1235795 


■ — 13.757  JbJ0b7  3X11  4982 
0.1  7.B0  FsZAlCS  152  1982 
XI  57  »?De1?  112  - 

X1 11500  Js7O07  3X11  - 

XI  5,000  De7Jb7  3X11  - 


°fter  fined  Interest 


Wk% 

WB*e  */- 


HabFBnVe*) 

Treat  eifaSDO) 

Ti«Sl1ftpe20O1-4_ 

liras  lfa  20W i 

Futeg34pc  1999-4. 

Cat*  SJjfeZU 

TreraHtfefflW 

Cm9>jpc2005 


1D7S34 

1122465 

1234220 

9X619 

>zstm 

11X4056 

1245458 


0X7550 

738600 


XI  7.907  >7Ds7  3X11  - fatefa  — 

Toasts'*-**?—  — 

02  54JJai4Jy14  in  1274  858*0 

— 1412  UpS  0c2S  ?S  10  5X1915 

11  6*0  My2E  8*28 17.11  3541  CaHftlljlie. — 5H913 

...  «842 0ci8Ag1B  110  1247  Treat 2 to 5UB0 


• Tip-  tOO.  ft  Ut  OB 
fttetatat  i tote 


— *•*”  ■ totonaida*  ol  aefeeSsto  E Man  brato  • Ex  Mtod.  cutong 


-A  369  toil  FH  2X1  12* 

06  1809  SI  Dei  17.(1  1352 

XS  115  AptOcl  228  1243 

— 55  *3505  248  7324 

— 275  l&ApJyOc  22.12  1238 

2D  <75  AplOcl  228  1315 

at  tea  to  ptxata  a a noo 


**»Ita»10to2«B_ 
Bite  11  to  201 2 

UsdilSiepeSOOE 

U"P*iatota*X-_ 
LCCfa-MAh.. 
"“■sarlltoawi 
*ht»l»3pcx- 

4tol2074 

■mtedstodL 


Ate 

&n 


lad  m 
a fa 


yS 


137»  -IX 
1B»j  03 
146  -u 
6fa  12 
64  -57 
139  -IB 
« ' 1.1 

16® 

1««  — 


100HMM4  3W  . - 
««Sf15ltot5T110  1837 
40  ABlOfl  149  3148 
SlfaMcis  11  - 
2B1l*JS6dlS  13  »■ 

OApSOcS  38  3»! 

& MrtSel  12  3*1 
« J*30Jy»  29.12  - 

50teZ3Fe23  62-.-.- 

KoaratoBiMSB  . 


1,6  ‘ to- 

^ - '"f 

% 

S' 

'*•*  f . 


FINANCIAL  TIMes  MONDAY 


MARCH  ] 5 1999 


EQUITIES 


EURO  PRICES 


$ ii>  ? ^ V.-i  *i  ’ V 


Investors  seek  upside  from  Lafontaine 


rPrttPr0SPeCt  0f  “*■  Brothers  thought  Mr  Lafona- 

By  Honan  fianbel  tine’s  resignation  was  the 

— in  n. ectluty  investors,  latest  in  a series  of  events. 

European  equities  are  ft+J+TYr  stand  to  ®ain  signalling  a more  “investor- 
expected  to  start  the  week  natinn  trine's  resig-  friendly"  business  climate  in 

on  a positive  note  following  £1 “ V"  h “"“versial  Europe, 
the  surprise  resignation  of  p!ans  hbfe'>'  “ **  "The  departure  of  the  Ger- 

Oskar  Lafontaine.  the  Ger-  r!?1!  tjie  1}?ar  term.  man  finance  minister  cer- 
man  finance  minister.  thjc  ut  implications  of  tainly  is  the  dominant  fac- 

Additional  support  for  the  ^ “Pheaval  ^ tor-  but  merger  activty 

market  is  likely  to  come  t0  ?0  WeU  beyond  Gsr-  m France  and  the  latest  UK 

from  continuing  mercer  taiir  H«^y'  <^stmg.  a brighter  budget  have  strongly  ccm- 
tn  the  French  banking  sector  ?„0T,ihe  ®ntire  eUro-zone.  tributed  to  a change  in  per- 

lan  Scott  at  Lehman  ceprions said  Mr  Scott 
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Mar  12  Ctoshg  Chance  Bti/nfer  Daf*  idd  I 
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_ v iui  me 

market  is  likely  to  come 
from  contmuing  merger  talk 
tn  the  French  banking  sector 


Europe. 

"The  departure  of  the  Ger- 
man finance  minister  cer- 
tainly is  the  dominant  fac- 
tor. but  the  merger  activty 
in  France  and  the  latest  UK 
budget  have  strongly  con- 
tributed to  a change  in  per- 
ceptions." said  Mr  Scott 


He  thought  the  immediate 
ben ifi caries  of  the  latest 
events  would  be  those  sec- 
tors that  were  “well  repre- 
sented" in  Germany,  such  as 
cars  and  capital  goods. 

But  others  were  less  opti- 
mistic. “Lafontaine's  resig- 
nation Is  reducing  the  down- 
side risk  of  Investing  in 
Europe,  but  it  adds  very 
little  upside  potential,"  said 
Mark  Howdie  at  Salomon 
Smith  Barney. 
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For  real-time  nSE  Eurotop  300  index  quotes  call  FT  Cityline  on 
0906  843  5920.  Calls  arc  charged  at  60p  per  minute  at  alt  times. 
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He  thought  most  of  the 
euro-zone's  problems  were  in 
part  “Lafon tame-related", 
ranging  from  higher  Euro- 
pean bond  yields  to  the 
weakness  of  the  euro.  The 
latter  has  deterred  portfolio 
□ows  from  non-European 
sources,  with  US  Investors, 
in  particular,  taking  a wait- 
and-see  approach. 

But  Mr  Howdie  was  not 
convinced  Mr  Lafonataine's 
departure  was  enough  to 
change  the  current  outlook 
for  the  euro-zone.  “European 
shares  are  now  fairly  valued 
in  relation  to  bonds.  Equity 
risk  premiums  have  eroded 
since  late  January,  falling 
below  our  3 per  cent  target 
level,"  he  said. 

The  FTSE  Eurotop  300 
index  closed  last  week  0.08 
higher  at  1.259.68.  while  the 
FTSE  Eurotop  100  feU  2.39  to 
2,911.64.  The  FTSE  Ebloc 
Index  of  leading  stocks  In 
the  euro-zone  settled  13.11 
higher  at  1,036.51. 
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. THE  GROUP  HAS  MAINTAINED  ITS  DYNAMISM 
AND  IS  GIVING  ITSELF  THE  MEANS  TO  ALLOW  FOR  FURTHER  EXPANSION. 
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ANNUAL 
RESULTS  1998 

{%  expressed  compared 
to  compaahie  1997 1 


Commerciai 
dynamism  and  finn 
operating  profit 

Salem 

+ 15.9% 

Operating  profit: 

+ 18*1% 


The  Board  of  Superviaon  of  GuBbert  S A.  wheft  met  on  4th  March  1999  approved  the  salutary  and  consolidated  accounts  as  at 
31SI  December  1998  as  approved  by  Die  Board  of  Duectoi5  and  certified  by  te  auditors. 


(bi  m»ons  of  Francs) 

CoenparaUe 


{k\  raEons  o<  Euros,) 

Comparafala 


Profit  before 
extraonfioary 
Hems  after  tax 

+ 263% 


Cora+ufclBhiri  accaontn Peo98  Pec37  PecJ7  De&38  Dac.97  DacJ7 

Sdec  6 510  5 644  5 619  992.4  360.4  856.6 

Operating  profit  503  471  426  76.7  719  64.9 

Profit  before  extraordinary  tons  after  tax  353  320  279  533  48.9  42.5 

Profit  before  amortisation  of  goodwfS  383  343  58.4  525 

ConsoUrteted  net  profit 329  258 50.2  393 

1998  saw  modifications  to  the  composition  of  the  Guiiben  Group.  A joint  venture  was  created  with  BERNARD  (Group  Bedcats) 
wrtfi  a view  to  launching  a professional  mall  order  business  in  France ; significant  entry  Into  the  Italian  market  via  the  acquisTOon 
of  the  following  companies:  MDND0FF1CE  (mail  order)  and  ARCHlNGED  (office  supplies),  consofidated  from  1st  January  1998  and 
1st  June  1998  respectively.  The  Guiftert  Group  sold  AVENIR,  a company  which  held  31%  of  J.M.  Bornean. 

As  a result  of  the  relative  frnportawe  of  our  activities  outside  France  (58.5$  of  sates),  comparisons  of  the  results  are  more 
appropriate  with  the  comparable  1997  figures  wtueh  have  been  restated  using  the  1998  Group  structure,  exchange  rates  and 
accouiting  principles. 

Sates  amountto  6 510  MF  (992.4  M€>  as  a result  of  sustained  actMty  and  commercial  dynamism  in  aBcontrtes.ln  fiance  and 
the  UK  (87B96  of  business)  the  increases  were  15.9%  and  13.9%  respectively,  the  rest  of  Europe  posting  a 23£%  increase. 
Operating  profit  was  503  MF(76.7  M€),  up  18J.%  on  a comparable  basis,  in  particular  as  a result  of  an  uptim  towards  the  end 
of  the  year  in  the  downvard  trend  of  the  0DSS  margin  percentage  in  France.  Commercial  and  logistics  investments  were  made 
which  wifl  cortritmta  to  future  development 

The  profit  before  extrawfevay  trems  and  after  ta  was  353  MF  (53.8  M€)  as  opposed  to  279  MF  (42.5  M€)  on  a comparable 
basis  for  1997. 

The  net  profit  before  anortlsation  of  goodwill  amounted  to  383  MFf58.4M€)  In  1998  compared  to  343  MF  (523  M€]  In  1997, 
an  increase  of  117%. 

The  Group  share  of  net  profit  amounted  to  329  MF  (50.2  M€)  and  izftes  Into  account  the  amortisation  of  goodwID  orer  a period 
of  40  years  as  opposed  to  20  yeas  previously. 


Consoldatod  hatonca  ahaet 
Fned  assets 

Woridng  capital  requirement 

Net  equity 

Provisions 

Net  indebtedness 


Eammgs  per  share 


(In  nriBoos  of  Francs) 
tec^B Pec-97 

2027  2 096 

885  940 

2445  1 943 

174  151 

293 942 

(inRancs) 

36.3  28.9 


(to  roBlons  of  Euros) 
Pec-38 PjgJ7 


(In  tens) 

T5  4 T 


Reduction  m net 
iiMliililinhwiri 

-649  MF 


fli  1 nimtiii  nf  tfm  pnrnnt  rniwitjf 

The  net  profit  of  Guibert  SA  was  352.6  MF(53B  M€).  A dmdend  of  150  J MF (229  M€l  or  165  FRF  per  share,  plus  an  associated 
tax  credit  of  50%  or  45%  'm  conformity  with  the  new  finance  Aa,  wfll  be  proposed  a the  Annual  General  Meeting  to  be  held  on 
20th  May  1999.  TWs  (Mdend  will  be  paid  in  cash  on  1st  July  1999. 

Outlook  for  1999 

Activity  for  Jaruary  and  February  1999  points  to  an  encoura^ng  commercial  dynamism  tor  1999.  This,  added  to  different  measures 
irxfenrey,  stolid  permit  a heafifty  increase  In  growth  and  profitability. 
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European 

Investment 

Bank 


1TL1.000, 000,000,000 
Floating  Rata  Notes  due 
2004 

Notice  s hereby  ghren  (haf  the 
Notes  w*  cany  an  Irttrest  Rate  of 
2.7725%  per  annum  for  the  period 
15  Mach  1999  lo  15  June  1999. 

■TTL  35.426 

per  FTL5.000.000  nomrtal 

•m  354^64 
per  HLgjOOJOO  nominal 

1 Global  Agency  and  TnistSeMoas, 
Otiank,  NA  London 
March  15, 1993 

CmBAPKQ t 


cmcoRPO 

DM300,000,000 
Floating  Rais  Nates  Dub 
December  1999  (the  litotes*) 
Notes  is  hereby  ghren  that  8b 

Rate  ot  Merest  lor  the  Interest 
Period  March  15, 1899®  Jin  15. 

1 999  haa  been  fixed  Hi  3.3225% 
and  ta  the  interest  peyatto  on  the 
rtfevanl  Merest  Pwroerfl  Dale  Jure 
15 1999.  agama  Coupon  No.  18 
W*  be  DM6,49  ra  respect  d 
DMl  .000  nominal  of  die  Notes  and 
be  DM84.90  in  respect  of 
DMlDJKB  nominal  of  the  Notes. 

Global  Agency  and  Trust  Serves* 
CMbank.  FLA.  London 
Math  15, 1999 

CTflBANW 


European  bi vestment  Bank 

PTE  30  Billion  Floating  Rats  Bonds 
due  March  2005  [issued  on  March  15, 1995) 

PTE  30  Billion  Floating  Rate  Bonds 
due  March  2005  (issued  on  June  15, 1995) 

Notice  to  the  Holders 

Notice  ts  hereby  given  that  The  Bonds  v^B  carry  an  Interest  Rate 
of  2.9855%  per  annum  for  the  period  of  March  15. 1999  to 
June  15. 1999. 

• PTE  753  per  PTE  100.00Q  nominal 

• PTE  7.525  per  PTE  1,000.000  nominal 

• PTE  75.251  per  PTE  10.000.000  nominal 

• PTE  376,255  per  PTE  50.000,000  nominal 

Luxembourg.  March  15. 1999 
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MONDAY  15 


Sticking  to  file  agenda 


Germany’s  watchword  will  be 
“business  as  usual"  at  today's  regular 
meeting  of  European  Union  economics 
and  finance  ministers  in  Brussels.  Last 
week’s  resignation  of  Oskar  Lafontaine 
as  Bonn  finance  minister  will  add  an 
element  of  uncertainty  to  the 
proceedings.  But  the  German 
presidency  of  the  EU  is  determined 
that  it  will  not  hold  up  discussions  on  a 
lengthy  agenda  that  includes  such 
tricky  issues  as  the  Agenda  2000 
negotiations  on  EU  reform,  the  future 
of  duty  free  sales  within  the  EU  and 
critical  European  Commission  reports 
on  the  published  plans  of  Paris  and 
Bonn  to  cut  budget  deficits. 


Commission  probe 

The  European  Commission  holds  an 
emergency  meeting  tonight  to  discuss 
what  is  expected  to  be  a critical  report 
from  a five-member  committee  of 
experts  on  how  the  EU's  executive 
body  deals  with  fraud,  mismanagement 
and  nepotism.  The  report  will  be 
presented  to  Jacques  Santer,  the 
commission  president,  and  Jose  Maria 
Gil-Robles,  the  president  of  the 
European  Parliament  late  in  the 
afternoon.  There  is  likely  to  be  heavy 
pressure  for  resignations  from  the 
parliament  if  the  report  singles  out 
individual  commissioners  for 
wrongdoing. 


WTO’s  green  side 

The  Geneva-based  World  Trade 
Organisation  hosts  a high-level 
symposium  on  trade  and  environment 
over  the  next  two  days,  followed  by 
one  on  trade  and  development  issues. 
The  symposia  are  intended  to  create 
“an  open  dialogue"  between 
environment,  development  and  trade 
officiate  from  national  governments, 
academics  and  non-govemmental 
organisations  as  well  as  international 
bodies  including  the  World  Bank,  IMF 
and  the  United  Nations.  The  WTO  has 
been  criticised  by  outside  groups  for 
not  doing  enough  to  accommodate 
environmental  and  sustainable 
development  concerns. 


rrade  row  hearing 

rhe  US  Senate  finance  trade 
subcommittee  holds  a hearing  on  the 
jgricutture  trade  disputes  with 
European  Union  and  China. 


Protecting  culture 

Diplomats  from  nearly  100  states  meet 
in  The  Hague  to  finalise  a protocol 
strengthening  the  1954  Hague 
convention  on  the  protection  of  cultural 
assets  at  time  of  armed  conflict.  The 
protocol,  a response  to  the  wanton 


FINANCIAL  TIMES 


MONDAY  MARCH  15  1999 


FT  GUIDE  TO  THE  WEEK 


STOUT  FELLOWS 


"(fiRCru-S'oK^ 


Stout  fellows:  Wednesday's  tradHronaf  St  Patrick's  Day  festivities  at  the  White  House  wfll  be  a celebration  of  the  Irish  peace  process 


destruction  of  cultural  heritage  in 
recent  conflicts  such  as  the  shelling  of 
Dubrovnik  (Croatia),  is  due  to  be 
signed  in  May  1999.  The  two-week 
conference  is  hosted  by  the  Dutch 
government  and  the  United  Nations 
Educational,  Scientific  and  Cultural 
Organisation  (Unesco). 


Gulf  War  paybacks 

The  United  Nations  Compensation 
Commission  meets  in  Geneva  for  four 
days  to  consider  claims  filed  by 
corporations  and  governments  arising 
out  of  Iraq's  invasion  of  Kuwait  in 
1990.  The  commission  has  already 
resolved  over  2.5m  claims  out  of  the 
2.6m  received  and  awarded 
compensation  of  $7.4bn  to  1 .4m 
individuals  and  families.  The  remainder 
involve  bigger  more  complex  claims. 
The  compensation  awards  are  financed 
by  30  per  cent  of  Iraqi  oil  revenues 
under  the  UN's  “oil  for  food" 
mechanism. 


Trilateral  strategy 

The  Trilateral  Commission  in 
Washington  concludes  its  26th  annual 
meeting  of  political,  business  and 
academic  leaders  from  Europe,  North 
America  and  Japan  with  a report  on 
strategies  for  the  21st  century. 


Bug  problems 


A joint  US  Senate  and  House  of 
Representatives  hearing  is  held  on  year 
2000  computer  problems  in  the 


Transportation  Department  and  Federal 
Aviation  Administration. 


Holidays 

Hungary.  Liberia. 
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TUESDAY  16 


US  Africa  policy 

A three-day  US-Africa  ministerial 
meeting  opens  in  Washington,  marking 
the  first  anniversary  of  President  Bill 
Clinton’s  trek  through  the  continent. 
The  conference  - to  be  attended  by  the 
president,  nine  US  cabinet  members 
and  representatives  from  46  African 
nations  - focuses  on  the  proposed 
legislation  to  give  trade  benefits  and 
some  debt  relief  to  countries  which 
adopt  policies  backed  by  the  US. 


FT  survey 

Middle  East  Banking. 


WEDNESDAY  17 


Olympian  battle 

The  International  Olympic  Committee 
opens  a two-day  session  in  Lausanne 


to  discuss  the  Salt  Lake  City  bribery 
scandal  and  decide  whether  to  expel 
suspended  members.  The  112 
members  are  expected  to  support 
president  Juan  Antonio  Samaranch 
against  calls  for  his  dismissal. 


Child  protection 

Norway  will  present  a national  plan  to 
combat  commercial  sexual  exploitation 
of  children  during  the  Stockholm 
ministerial  meeting  on  children  at  risk 
in  the  Baltic  Sea  region.  The  meeting  is 
a follow-up  on  last  year's  Tallinn 
conference  and  will  be  attended  by 
government  and  parliamentary 
representatives  and  experts  from  the 
Baltic  Region.  European  Union  and 
United  Nations. 


Chinese  overture 


the  Medal  of  Freedom,  the  highest 
honour  available  to  a US  civilian,  in 
recognition  of  his  work  on  the  Good 
Friday  agreement  There  are  hopes  that 
the  president’s  involvement  will  help 
break  the  deadlock  over  the  issue  of 
arms  decommissioning.  Mr  Clinton  will 
hold  separate  talks  with  the  party 
leaders.  The  meeting  will  also  give  Al 
Gore,  wee-president  and  likely 
Democratic  candidate  in  the  2000 
presidential  elections,  the  opportunity 
to  demonstrate  his  handling  of  the  Irish 
issue  in  public. 


Holidays 

Ireland,  Bangladesh. 


THURSDAY  18 


Li  Yafei,  deputy  secretary-general  of 
Beijing's  Association  for  Relations 
Across  the  Taiwan  Strait,  visits  Taiwan. 
He  will  prepare  the  ground  for  a 
planned  visit  by  China's  top  Taiwan 
negotiator,  Wang  Daohan.  which  would 
be  the  highest-level  exchange  on 
Taiwan  sort  since  the  civil  war  split  in 
1949. 


St  Patrick’s  Day 

President  Bill  Clinton  hosts  annual  St 
Patrick's  Day  celebrations  at  the  White 
House.  Nobel  prize  winners  John 
Hume  and  David  Trimble  will  attend, 
with  Sinn  Fein  leader  Gerry  Adams. 
Senator  George  Mitchell  will  receive 


Pasok  passions 

Greece’s  governing  Panhelienic 
Socialist  Movement  (Pasok)  starts  a 
four-day  party  congress.  Costas 
Simitis,  the  prime  minister,  will  come 
under  fierce  attack  from  the  hard  left 
faction  over  the  government's  bungled 
attempt  to  protect  Abdullah  Ocalan. 
the  Kurdish  guerrilla  leader,  its  efforts 
to  broaden  privatisation  and  campaign 
to  reform  the  education  system.  Mr 
Simitis's  modernising  faction,  which 
claims  to  be  supported  by  a majority  of 
the  5,000  delegates,  will  battle  for 
control  of  the  party’s  central 
committee.  Mr  Simitis  is  unlikely  to  be 
challenged  for  the  party  leadership,  but 


the  vote  for  seats  on  the  exeajtive 

board  _ still  known  as  the  politburo 
will  indicate  whether  hismarn  ™raL 
Akis  Tsochatzopouios,  the  defence 
minister,  is  gaining  ground, 


Holidays 

Mauritius,  Indonesia. 
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FRIDAY  19 


Beef  dispute  report 

The  dispute  settlement  body -of  the 
World  Trade  Organisation  meets  in 
Geneva  to  hear  a progress  report  from 
the  European  Union  on  compliance 
with  a WTO  ruling  against  its  ban  on 
hormone-treated  beef.  Die  meeting  te 
also  due  formally  to  adopt  two  WTO 
rulings,  on  Japan’s  quarantine  tests  for 
apples  and  other  fruit  and  on  US 
anti-dumping  duties  on  South  Korean 
memory  chips. 


Threat  to  trade 


Leon  Britt  an.  European  Commisfon 
vice-president,  and  Clare  Short,  UK 


international  development  secretary.  ■ 
are  among  speakers  at  a London 
conference  on  the  threat  to  world  trade 
and  investment  posed  by  corruption. 


Holidays 

Malta,  Spain. 
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SUNDAY  21 


Push  for  reform 


European  Union  foreign  ministers  meet 
for  a second  weekend  in  succession  in 
a bid  to  narrow  differences  over  the 
Agenda  2000  negotiation  on  EU 
reform.  Their  “conclave"  in  Brussels 
will  follow  a week  in  which  Gerhard 
Schroder,  the  Gentian  chancellor,  will 
have  visited  EU  capitate  to  assess  the 
scope  for  compromise  and  ahead  cf 
the  special  Mart*  24-25  EU  summit  m 
Berlin  that  is  supposed  to  complete 
the  negotiations. 


Holidays 

Namibia,  South  Africa,  Syria,  Tunisia. 
Mexico,  Azerbaijan.  Kazakhstan. 
Kyrgyzstan,  Tajikistan,  Turkmenistan, 
Uzbekistan. 
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Other  economic  news 

Monday;  The  Japanese 
current  account  surplus  is 
likely  to  have  surged  in 
January,  by  more  than  90 
per  cent  year  on  year. 
Tuesday.  New  Zealand's 
central  bank  is  expected  to 
fix  its  official  cash  interest 
rate  at  between  4 per  cent 
to  4.25  per  cent  The  cash 
rate  approach  replaces  the 
use  of  the  monetary 
conditions  index  to  set 
policy,  though  this  continues 
to  be  published. 
Wednesday:  UK  labour 
market  figures  will  confirm  if 
the  Bank  of  England  is 
correct  in  its  view  that 
earnings  pressures  are 
abating.  If  so.  more  interest 
rate  cuts  could  be  coming. 
Thursday:  The  European 
Central  Bank  meets  to  fix 
euro-zone  interest  rates  in 
Frankfurt  as  the  IFO 
business  climate  survey  for 
Germany  is  published.  The 
survey  is  expected  to  show 
a further  fall  in  confidence. 
Friday:  Inflation  in  Canada 
has  consistently  surprised 
the  financial  markets  by 
being  lower  than  expected. 
January's  core  inflation  rate 
fell  to  1 per  cent,  and  is 
likely  to  fall  below  that  level 
when  the  February  figures 
are  published. 


ACROSS 

l Student  thrown  outside 
Laughed  (8» 

5 Said  team  sounded  sad  re) 

9 Gum  Irene  stirred  into  cake 
(Si 

10  Joints  some  butchers  rank 
less  popular  16 

21  Persistent  rendering  of  a 
bad  tune  (&i 

12  Lay  on  one  male  model  fG) 

14  Trouble  Democratic  union 
is  in  (10) 

18  Check  for  prisoner  on 
coaches  entering  street  (101 

22  Toy  firearm  seen  after  tea. 
say?  id) 

23  Seen  on  stage  one  in  three 
wise  men  con  ($) 

24  Scoff  during  attempt  to 
reach  agreement  (6i 

25  Tradition  at  wedding  etc.  if 
not  complicated 

26  A plant  bed  not  to  be 
turned  over  (6) 

27  Leading  actress  tried  so  to 
develop  heavenly  body  (8i 


ECONOMIC  DIARY 


Statistics  to  be  released  this  week 


Day 

Released  Country 

Economic 

Statistic 

Medan 

forecast 

Previous 

Actual 

Day 

Released  Country 

Economic 

Statistic 

Modtei 

Forecast 

Werioua 

Actual 

Mon 

Japan 

Feb  money  supply  (M2+CC)” 

3.6% 

US 

Jan  trade  goods  & services 

-$l5.0bn 

-Si3.8bn 

Mar  15 

Japan 

Feb  broad  liquidity** 

3.1% 

US 

Jan  goods  & services  (BOP] 

$78-8bn 

S78iibn 

Tue 

Japan 

Jan  Industrial  produettorrf 

0.8% 

US 

Jan  goods  & services  import  (BOP] 

S93.6bn 

S92.3bn 

Mar  16 

Japan 

Jan  shipments?1 

1.2% 

US 

Initial  claims  Mar  13 

285k 

289k 

UK 

Feb  pub  sector  net  cash  requirement 

-£2.5t>n 

-C12-4bn 

US 

M2  - week  ended  Mar  8 

-S7.1bn 

US 

Feb  building  permits 

1.78m 

US 

Mar  Philadelphia  Federal  index 

15.9 

US 

Feb  bousing  starts 

1.75m 

1.8m 

Fri  Australia 

04  dwelling  commencements 

0.7% 

US 

STM  Schraders,  March  13 

0.2% 

Mar  19  France 

Jan  industrial  productfonf 

0-5% 

-1.6% 

US 

Feb  Industrial  production 

unch 

unch 

France 

Jan  ex  energy' 

0.4% 

-0.7% 

US 

Feb  capacity  utilisation 

80.3% 

80.5% 

Italy 

Jan  CPI*  (FOT) 

0.1% 

0.0% 

US 

Redbook,  March  13 

0.1% 

Italy 

Jan  CPr  (FCH) 

1.3% 

15% 

Wod 

UK 

Dec  average  earnings  3M** 

4.3% 

4.5% 

Italy 

Jan  CPI*  (NIC) 

0.1% 

ai% 

Mar  17 

UK 

Jan  unit  wages  3M** 

2.5% 

Italy 

Jan  CPr  (NIC) 

1.5% 

1.7% 

UK 

Feb  unemployment  rate 

0.0k 

-5.7k 

Italy 

Jan  HfCP" 

0.1% 

0.1% 

Canada 

Jan  wage  settlement  Inc" 

1.9% 

22% 

Italy 

Jan  HICP” 

1.5% 

1.7% 

Thur 

Germany 

Feb  Wo  W Germany  bus  dimate  Index 

91.0 

91.1 

ttBty 

Feb  HICP* 

0.2% 

Mar  18 

Germany 

Feb  Ifo  W Germany,  balance  tormat 

-13.1 

Italy 

Feb  HICP** 

1.4% 

UK 

Feb  retafl  sales* 

-0.5% 

1.1% 

Canada 

Feb  CPI  an  Rems” 

0.7% 

0.6% 

UK 

Feb  retail  sales** 

1.6% 

1 2% 

Canada . 

Feb  CPI  excluding  food  & energy” 

0.8% 

1.0% 

EMU 

Dec  trade  worid/ax-EMU 

€6_5bn 

Canada  • 

Jen  wholesale  trader 

0.7% 

1.3% 

UK 

Feb  prov  M4* 

0.7% 

0.0% 

During  the  week... 

UK 

Feb  prov  M4** 

7.1% 

7.3% 

Japan 

Feb  Tokyo  dept  store  sales” 

4.5% 

UK 

Feb  M4  lending 

£4.5bn 

£4.7bn 

Germany 

Jan  manut  orders  pan-Germany* 

0.3% 

-0.1% 

US 

Feb  CPI 

0.1% 

0.1% 

Brazil 

Jan  monetary  base  end  M 

72% 

17.5% 

US 

Feb  CPI  ax-food  & energy 

0.2% 

0.1% 

■month  wwncnlh,  “jearenjear  fseasonaty  aqusied  SmeUcs,  aurtesy  Standard  & Poor’s  MMS. 

DOWN 

1 College  grounds  American 
after  party  Iti) 

2 Fancied  a Parisian  official 
(6) 

3 In  the  Balkans  a secondary- 
state  (6) 

4 Anagram  came  in  clue 
' relating  to  Christian 

churches  H0> 

6 Head  waiter  leaving  Wyo- 
ming in  terrible  disgrace 
(8) 

7 Sacred  building  was  in  debt 
<S> 

8 Courses  needing  bringing 
back,  it's  emphasised  (8) 

13  Disgraceful  sweep  goes  to 
do  Saul  arranged  (10) 

15  Overjoyed  to  find  church 
uplifting  3 till  (8) 

16  Happening  to  ueed  about 
nine  policemen  in  time  fS) 

17  Titles  upsetting  to  a heel 
18.1 

19  French  money  in  a heap  of 
rubbish  iC'j 

20  One  writing  things  about 
street  restaurant  (6) 

21  Loose  female  relative  goes 
to  front  door  topless!  (61 


Winner  of  Pnzzle  No.9,926:  M.R-G-  Nicholls,  Caterham, 
Surrey 


MONDAY  PRIZE  CROSSWORD 

No. 9,838  SeL  by  GRIFFTN 

A prize  of  a Tom  bow  Lucca  fountain  pen  and  rollerball  set,  worth  £125. 
will  be  awarded  lor  the  first  correct  solution  opened.  Solutions  by 
Thursday  March  2S.  marked  Monday  Crossword  9.938  on  the  envelope, 
to  the  Financial  Times.  1 Southwark  Bridge.  London  SE1  9HL.  Solution 
on  Monday  March  29.  Please  allow  28  days  for  delivery  of  prizes. 


Name 



Solution  9,926 


TOMBorr 

FOR  BU5INE55  GIFTS 
TEL:  (01732)  771771 


Visit  our  web  site  at 


www.icbinc.com/ 

cgi-bin/ft.pl 

Call  0181  770  0770 

(open  24  hours  including 
weekends) 

A Special  Club 
Where  Investors 
& Companies  Meet 


-j- 


